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DECLARATION OF PRIOR INVENTION IN THE UNITED STATES 
TO OVERCOME CITED PATENT OR PUBLICATION (37 C.F.R. g 1.131) 

I, the undersigned, hereby declare and state that: 

1. I am over the age of 21 years, of sound mind, and competent in all respects to make 
this declaration. 

2. I am the inventor of the subject matter of the above-referenced application, entitled, 
"Regulatory Online Management System," (hereinafter "Application") 

3. Claims 1-10 stand rejected under 35 U.S.C. § 102(e) as anticipated under U.S. Pat. 
Application No. 2003/0115198 issued to Singer et al (hereinafter "Singer"). Claim 11 stands 
rejected under 35 U.S.C. § 103(a) as being obvious over Singer view of U.S. Pat No. 5,668,735 
issued to Dominguez etaL (hereinafter "Dominguez"). Claims 12-23 stand rejected under 35 U.S.C. 
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§ 103(a) as being obvious over Singer in view of Dominguez and further in view of EPA Document 
AP-42 and engineering/ industiy calculations. 

4. Sometime prior to September 1, 2000, 1, the undersigned, developed a definite and 
permanent idea of the complete and operative invention, including an understanding and 
appreciation of the subject matter of at least the Claims of the Application, as demonstrated by the 
evidence referenced and discussed below. 

5. This declaration is to establish the invention of the claimed subject matter of the 
Application in the United States at a date prior to September 1, 2000, the earliest priority date of 
Singer. This declaration also establishes the diligence of the inventor towards a constructive 
reduction to practice from the time period just before the priority date of the Singer (i.e. September 
1, 2000) to the constructive reduction to practice of Applicant's invention (i.e. May 4, 2001, the 
filing date of Applicant's patent application). 

6. Singer is a continuation of application No. 09/654,515, which was filed on 
September 1, 2000, The continuation application (sen no. 09/654,515) does not claims priority to 
any earlier filed application. Singer was published on June 19, 2003. Singer teaches "an 
environmental permit web portal that permits access to and a data entry path for an environmental 
permitting, compliance, submittal, and enforcement system by remote users, such as regulated 
entities or regulating agency personnel and, more particularly, to a system allowing users to create, 
select, edit, complete, certify and pay for environmental permits, reports, registrations, 
questionnaires, surveys, certificates, applications as well to submit encrypted supporting electronic 
files and access to real-time facility- level and/ or user-specific regulatory data." While Singer is only 
an application, it does not appear to claim the invention of the application. The application was 
filed on May 4, 2001, less than one year after Singer's earliest priority filing date of September 1, 
2000. 
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FACTS AND DOCUMENTARY EVIDENCE 

I. Conception of Invention 

7. To establish a date of conception of the invention of this application prior to the 
priority date of Singer, the following attached documents are submitted as evidence, all of which are 
true copies of the originals and all of which are hereby incorporated by reference: 

Exhibit 1: An internal, draft Flow Chart, including a file history print-out 
establishing a document creation date of March 17, 1998; 

Exhibit 2: Executive Overview dated June 26, 1999; 

Exhibit 3: Tenfold Presentation dated August 9, 1999; 

Exhibit 4: An internal, draft Business Plan, including a file history print-out 
establishing a document creation date of August 13, 1998; 

Exhibit 5: A December 9, 1999 facsimile from the listed inventor, Roger Kelley, 
which facsimile included a Draft Document titled: ENDC PROCESS FLOW 
OVERVIEW" dated December 1999, in which the invention is described; 

Exhibit 6: Business Plan 10-99 dated December 17, 1999; 

Exhibit 7: Regulatory Online Management.Com (ROMDQ dated August 21, 2000; 

Exhibit 8: ROMDC Assumptions dated April 5, 2000; 

Exhibit 9: Business Plan dated April 20, 2000; 

Exhibit 10: Regulatory Database Program dated May 15, 2000; 

Exhibit 11: News release dated June 27, 2000; 

Exhibit 12: Business Plan dated June 30, 2000; 

Exhibit 13: An internal newsletter titled "Regulatory Online Manager News" dated 
July 8, 2000; and 

Exhibit 14: Business plan outline dated July 25, 2000. 

8. Illustrative of Applicant's Claims is amended pending claim 1, the broadest of 
Applicant's claims, which reads as follows: 
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Claim 1. A method for collecting, assimilating and utilizing data from 
a variety of sources for determining the regulatory requirements and 
for generating the related compliance reports for a specific facility in 
a given industry, the method comprising the steps of: 

a. collecting external data externally generated from and unrelated to 
a specific facility but required for compliance requirements of a 
governmental compliance model; 

b. collecting internal data uniquely associated with said facility and 
internally generated from said facility; 

c. assimilating the external data and the internal data in a processor to 
determine compliance by the user, 

d. automatically generating a report based on the assimilation, which 
report is unique to the facility and contains the required 
governmental compliance information. 

In short, claim 1 comprises four steps, including collecting external data, collecting 
internal data, assimilating the external data and the internal data, and. automatically generating a 
report. All four of these steps are detailed throughout the documents attached as Exhibits 1-14. 

9. While all of the documents attached as Exhibits 1-14 discuss various aspects of the 
four steps of claim 1, as one example of the correspondence between the evidence the 
corresponding claim elements, the following discussion of Exhibit 5 illustrates in detail all of the 
four steps of claim 1 (described in Exhibit 5 via the software process flowcharts accompanied by a 
textual description). 

Step 1 

With respect to the first step, "collecting external data externally generated from and 
unrelated to a specific facility but required for compliance requirements of a governmental 
compliance model," the document of Exhibit 5 describes this step throughout the document, both 
in the description thereof and within the flowcharts on pages 5 and 7; In particular, the Program 
Process Flow Diagram of page 5 shows a step for "Direct Data Entry." See Exhibit 5 at 5. The next 
process box labeled "Data Links to External Site Locations" indicates the process step for 
"collecting external data that is externally generated from and unrelated to a specific facility but 
required for compliance requirements of a governmental compliance model." The accompanying 
textual description in Exhibit 5 describes some of the external non-facility specific data, including 
regulatory thresholds and regulatory contact data. See Exhibit 5 at 3. 
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Step 2 

With respect to the second step, "collecting internal data uniquely associated with 
said facility and internally generated from said facility," the document of Exhibit 5 describes this 
step throughout the document, both in the description thereof and within the flowcharts on pages 5 
and 7. In particular, the process box labeled "Manual Data Entry" indicates the step in the 
flowchart for collecting internal data uniquely associated with and internally generated from a 
facility. The next process box in the flowchart describes the data being input into the software 
program, including, facility data, personnel data, equipment data, source data, and production data. 
See Exhibit 5 at 5. Additionally, the accompanying description in Exhibit 5 describes a user entering 
various types of facility specific data including personnel data, facility data, equipment data, and 
production data so as to populate a database prior to accessing a functional module. See Exhibit 5 at 
1. 

Step 3 

With respect to the third step, "assimilating the external data and the internal data in 
a processor to determine compliance by the user," the document of Exhibit 5 describes this step 
throughout the document, both in the description thereof and within the flowcharts on pages 5 and 
7. In particular, the software flowchart of page 5 shows a "Module Functions/ Calculations" process 
step following the previous collecting data steps of step 1 and step 2. See Exhibit 5 at 5. 
Additionally, the accompanying description in Exhibit 5 explains how the data collected in steps 1 
and 2 are assimilated in a processor to determine compliance by a user, namely through a series of 
calculations. See Exhibit 5 at 1-4 and 6-7. 

Step 4 

With respect to the fourth step, "automatically generating a report based on the 
assimilation, which report is unique to the facility and contains the required governmental 
compliance information," the document of Exhibit 5 describes this step throughout the document, 
both in the description thereof and within the flowcharts on pages 5 and 7. In particular, 
subsequent to the "Module Functions/ Calculations" process step, a "Reports Generated for 
Submission" process step is shown in the software flowchart of page 5. See Exhibit 5 at 5. The 
accompanying description in Exhibit 5 describes this process step in further detail. See y eg, Exhibit 
5 at 2 (explaining that "the system will generate a compliance status report for the operator 
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indicating which, if any of these criteria has exceeded the accepted regulatory requirement" and that 
the "user will then have the opportunity to review the results and reports generated by the system 
and decide whether the report is acceptable for submission."). The accompanying description in 
Exhibit 5 continues as follows: 

Results / Audit 

Once the results have been obtained and the reports have been 
generated, the user will have the opportunity to audit the data and the 
report for accuracy and quality control. 



Reports Generated for Submission 

The module will now generate a final report for submission to the 
governing body or agency The historical reports will be stored 
locally on the PDB rather than at the server interface to provide 
more secure data control. Companies will be able to retrieve these 
historical reports at any time on their own system data base rather 
than having to log on to the on-line system. Reports may be either 
printed and submitted in hard copy as is the case yet with most 
agencies, or they may be submitted electronically if the agency is set 
up for this service. 

See Exhibit 5 at 4. 

Thus, as demonstrated directly above, the conception of each and every method step 
of claim 1 (the broadest claim) is detailed in the document of Exhibit 5. 

II. Diligence 

10. To establish a diligence by the inventor, the following documents are submitted as 
evidence, all of which are true copies of the originals and all of which are hereby incorporated by 
reference: 

Exhibit 15: NewsPlan Outline dated September 14, 2000; 

Exhibit 16: Organization Chart dated September 19, 2001; 

Exhibit 17: Business Plan 200 Executive Summary dated September 21, 2000; 

Exhibit 18: ROMDCrevenue-vll dated November 7, 2000; 
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Exhibit 19: Revenues 11-16-00 dated November 18, 2000; 

Exhibit 20: Book2 dated January 15, 2001; 

Exhibit 21: Logos dated February 18, 2001; 

Exhibit 22: ROM2 dated February 27, 2001; 

Exhibit 23: One Page Summary dated February 28, 2001; 

Exhibit 24: One page Summary dated April 10, 2001; 

Exhibit 25: Bob Hainey Memo dated April 26, 2001; 

Exhibit 26: Final version of revised business plan dated May 1, 2001; 

Exhibit 27: ROL Sample dated May 14, 2001; and 

Exhibit 28: Project Timeline hart dated July 25, 2001. 

11. The Applicant avers as follows with respect to the diligence and inventor activities 
towards a constructive reduction to practice from the time period just before the priority date of the 
prior art reference Singer (i.e. September 1, 2000) to the construction reduction to practice of 
Applicant's invention (i.e. May 4, 2001, the filing date of Applicant's patent application): 

(a) Kelley Engineering Company, Inc. (Kelley) has been the sponsoring company of what 
has eventually become the Regulatory On-Line Manager (ROMGR) since its inception in 1995. 
Kelley has worked on this project continually since that time in an attempt to perfect the operating 
system and going through many iterations with software companies as well as investors, trying to 
find the right mix of talent and resources to develop this product. Kelley began developing 
ENCOMPS® in 1995 in cooperation with Merrick Systems, Inc., a Houston based oil and gas 
software development company. This relationship was terminated in 1997. Kelley took up the 
effort at that time and began working with other software development companies as well as 
investors in an effort to continue development of the product. Kelley continued through 1998 and 
1999 to work on the process flow for all of the calculation modules as well as the basic information 
modules of the program. ROMGR basically automates the permitting and other regulatory 
reporting processes that Kelley currently performs using hard copy reports and calculation 
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spreadsheets with manual data entry. In short, ROMGR represents the digital version of Kelle/s 
consulting services. 

(b) The efforts of 1998-199 ultimately lead to the partnership with the law firm of Bracewell 
& Patterson, LLP, to develop the patent application that was ultimately filed on May 4, 2001. The 
following timeline accounts for the activities of the inventor during the time period between 
September 2000 and May 2001. The follow chronological explanation of these activities begins with 
efforts as early as June of 1999 and includes a sampling of documents that represent the activity that 
transpired in the time period during which they were generated. Because the activities of the 
inventor prior to just before the priority date of Singer (i.e. September 1, 2000) are not relevant to 
the showing of diligence, all documents developed during these times periods are not included and 
the only effort to present a continuous month to month documentation begins in December of 
1999. The technical development of the actual modules has been an ongoing effort and continues 
to be as the financial projections as well as the marketing and administrative functions are all 
intimately related and inter- dependent. For the purpose of this submission, the following narration 
concerns the period from just before September 2000 to May 2001. 

(c) Chronological Timeline of Events: 
May-June 2000 

I submitted the first version of the process description and calculations for the 
patent application to the attorneys of Bracewell & Patterson. See Exhibits 10- 12. 

July 2000 

During this time, I developed start-up plans, additional software flowchart designs, 
business plans, and news releases. See Exhibits 13-14. 

Au gust 1-31. 2000 

August 21, 2000 ENDCFinances - Developed financials and accompanying 
assumptions based on project needs. See Exhibit 7. 

September 1-30. 2000 

September 14, 2000 NewsPlan Outline - Developed an outline of the business 
plan and the process flow of the product ROMGR See Exhibit 15. 
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September 19, 2000 OrgChait.1 - Developed a project development personnel 
organizational plan. See Exhibit 16. 

During this time period, I was preparing the organization of the project and 
continued with the software process development. 

October 1-31. 2000 

I began preparing presentations to be used interactively on the project web site for 
ROMGR I continued to write process descriptions and software modules for the 
patent application during this entire period described. 

November 1-30. 2000 

November 7, 2000 ROMDGrevenues-vll - Financials for development and 
implementation of the software. See Exhibit 18. 

November 18, 2000 Revenues 11-16-00 Updated financials. See Exhibit 19. 
December 1-31, 2000 

December Meetings and off site seminars at Kelley Engineering with various 
clients took the majority of this month, also taking into account the time off for the 
Thanksgiving and Christmas holiday season. I continued to conduct consulting 
services with their client during this entire development process. The end of year is 
always occupied with extensive travel and training. However, I did continue to make 
contact with various software development as well as software outsourcing firms 
during this period. I met with the Gas Research Institute in Chicago regarding their 
air calculation routines as well as several other technical and accounting software 
entities. ROMGR intends to partner with these companies to use the standard 
industry routines to perform calculations that are acceptable to the state and federal 
agencies. 

January 1-31, 2001 

January 15, 2001 Book.2 - Research data. See Exhibit 20. 

I continued the aforementioned activities as described. This document represents 
some well research data that I acquired from a trade association web site. 

February 1-28. 2001 

February 18, 2001 Logos - Software marketing logos. See Exhibit 21. 
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February 27, 2001 ROM2 - Revised business plan and project design based on 
the inform gained in the project research as well as contacts with other interactive 
agencies and associations. See Exhibit 22. 

February 28, 2001 One Page Summary - Software process summary developed. 
See Exhibit 23. 

I performed more revisions and review of the patent application claims as set forth 
by Bracewell & Patterson patent attorneys. During this entire month, I continued to 
work with software development companies to review their development process 
capabilities. Also continued to contact industry trade groups and state and federal 
government agencies to describe the proposed project and to build relationships for 
the digital pipeline to be used in the electronic submission of the data generated by 
ROMGR for its clients. 

March 1-31. 2001 

The oil and gas trade associations were contacted this month to establish technology 
sharing within their membership. Particularly, I met with the Petroleum Technology 
Transfer Council (PTTQ, under the direction Department of Energy (DOE) and the 
Independent Petroleum Association of America (IPAA). I described the workings 
and benefits of the proposed software project to this entity in attempt to gamer 
support for the project, and was successful in doing so, I also contacted the 
Interstate Oil and Gas Compact Commission regarding these same issues. The 
support of both of these groups is critical to the success of ROMGR 

April 1-30, 2001 

April 10, 2001 OnePageSummary - Software process summary to be used with 
potential investors as well as with other interactive parties. See Exhibit 24. 

April 26, 2001 BobHainey Memo - Meeting with Internet Development Solutions 
Inc. See Exhibit 25, 

I again reviewed the patent claims as constructed by Bracewell & Patterson patent 
attorneys and made comments and corrections. Continued to work on software 
module development by applying the processes to actual client projects. Used SPCC 
as well as air and auditing modules to determine the effectiveness as well as to 
determine further needs. 

May 1-31. 2001 

May 1,2001 ROLiinal - Final version of revised business plan and process 
description before filing the patent application. See Exhibit 26. 
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May 14,2001 ROL. Sample - Sample of marketing / fundraising letter with 
confidentially agreement to be used with all potential beta testers and clients. See 
Exhibit 27. 

Provided final overview of patent application. Continued to test modules with 
emissions inventories, Title V reporting and SARA Tide III reporting. Also tested 
SPCC and NPDES-DMR reporting forms and permit applications. 

I have continued to adjust and modify the various calculations and reporting 
modules throughout the software development stages of this project. 

12. Thus, the above timeline documents the relevant diligence time period with 
reference to the voluminous exhibits in support of the timeline, the relevant diligence time period 
being from just before September 1, 2000 to May 4, 2001. As shown above, the inventor was 
continuously working towards an actual or constructive reduction to practice as evidenced by the 
above described activities. 

13. Moreover, it will be appreciated that the foregoing invention is a software/ Internet 
application. Efforts to reduce the conceived idea to practice primarily involve the writing of 
software, software modules, and source code in order to execute the steps of the invention. As is 
evidenced by the foregoing documents, these efforts were continuously ongoing since conception 
until, filing of the Application. 

I further declare that all statements made herein of my own knowledge are true and that all 
statements made on information and belief are believed to be true, and further that these statements 
were made with the knowledge that willful false statements and the like so made arc punishable by 
fine or imprisonment, or both, under section 1001 of Title 18 of the United States Code, and that 
such willful false statements may jeopardize the validity of the application or any patent issuing 
thereon. Si I 
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REGULATORY DATABASE PROGRAM 



I. Database Input - All data may be entered initially or on an as need basis, such that a grand 
data entry project need not necessarily be required. 

A. Personnel 

Enter all personnel at all levels of the company that are involved in the 
regulatory process, along with their job function, location, level of responsibility, 
etc. 

Assign a personnel I.D. number to each individual involved with a 
particular facility, property or group of facilities or properties. This I.D. number 
will link this person to a particular facility or property or to a certain job function 
or both, with a time function involved. 

For those individuals with responsibilities at upper management levels, 
special I.D. numbers will be assigned to identify them as such. 

B. Facility 

Location, i.e. Latitude/Longitude; UTM Coordinates, City, County, 
State, etc. 

Type, e.g. Oil/Gas Production Facility, Gas Plant, Disposal Facility, 
Compressor Station, etc. 

Facility I.D. number - assigned by the operator of the facility 
Operator I.D. number - assigned to the operator of the facility 

C Equipment 

Each piece of equipment involved in the regulatory process, i.e. tanks, 
compressors, pumps, process units, etc. will be entered into the data base with the 
required data. 



Each piece of equipment will be assigned an equipment I.D. number that 
will remain with that equipment as long as it is owned by the company. This I.D. 
number will be linked to the facility on a timed basis in order to allow calculation 
of air emissions from that particular piece of equipment, etc. 



• # 



The user will be prompted to enter all of the pertinent equipment 
specifications required to perform the various reporting functions. These 
specifications may be entered as a batch function or on an as need basis. 



II. Functional Modules 

A. Topics - The regulatory topics to be addressed by the functional modules include 
but are not limited to the following regulatory statutes: 

Spill Prevention Countermeasure and Control 

SARA Title IH 

• Air emission compliance 

Waste water discharge monitoring and reporting - NPDES 

Toxic Wastes reporting - TSCA 

Waste management tracking and planning 

Underground Injection Control - testing, monitoring and reporting 

Environmental and safety training 

Naturally Occurring Radioactive Materials (NORM) 

And other environmental safety and regulatory issues that have application 
in oil and gas exploration and production operations 



B. Operation of functional Modules 

Each of the functional modules listed in H.A. above will perform either a 
I reporting function, a calculation function, a documentation functions, or any 
/ combination of two or more of these functions. The user will log on to the 
^ Internet based program through the product web-site. For a first time user, a 
registration program will be available that will require the user to enter the 
necessary information that will establish an account with Gasinfo.com complete 
with passwords log-on LD.'s etc. The choices available to the user at this point 
will be: 

I) i Enter data directly into the database choosing from one of the database 



e ntry rqu tines-asiisted-abo-ve, 

2) Access a functional module and en^Aed^a^directed by the prompt 
driven system, 

3) Enter into one of the infobase systems to access any one of the many 
industry information services provided by the program, or 

4) Access another website that is linked into the Gasinfo.com site. 



HI. Individual Module Operation 

A. Spill Prevention Control and Countermeasure (SPCC ) Plans - 

The SPCC module performs a compliance function that allows the user to enter 
facility, personnel and personnel information into the database which is in entered 
into Federally required report form. The module also takes the operator through a 
prompt driven series of questions, the answers to which enable the program to 
complete the SPCC plan. In this prompt driven process, the user may either 
accept the default answers or custom design an SPCC report that reflects a 
modified operating scenario. This module involves: 



Data entry 

Question and answer session 
Simple calculations 



B. SARA Title IH Reporting 

The SARA module performs a compliance function that involves data entry, 
decision tree analysis with regard to inventory volumes, and a very intense report 
generation routine. Chemical inventory data is entered into the database along 
with the facility data. Fran_this_mform^ * e tar S et 

agencies for the site spedficrepo^^ ^e reports and letters^ and document 
the reporting effort. 

C. Air Emission Compliance and Reporting 

The air emission module is one of the more complicated routines with regard to 
calculations and documentation. This module has a built in time function that 
allows the program to track air emissions for each subject facility over a particular 
time period for reporting purposes. This module involves intense data entry, 
documentation, calculations , and reporting. Co mpliance reports can be generated 
aSmomA'a^ma^^y&ora facility to facility using the time based function. 
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D. Waste Water Discharge Monitoring Reports (DMR's) 

The waste water module also involves a time function which allows the user to 
input analytical data from the monitoring of waste water discharges under the 
Federal National Pollutant Discharge Elimination System (NPDES) program on a 
timed basis in order to fulfill the reporting requirements of this statute. The waste 
water module also involves a calculation and a documentation function which 
takes the raw data, enters the results on the required form, and completes the 
remainder of the document using the facility and personnel data in the database. 

E. Toxic Substances Reporting - (TSCA) 

This module uses a documentation and calculation routine to document and report 
the use and production of substances subject to this act. 

F. Waste Management and Tracking 

The waste management module is primarily a waste management program to track 
the treatment, storage and disposal of wastes generated during the exploration and 
production of oil and gas. This module involves a documentation and a time 
function to track the compliance with waste regulations on the State and Federal 
level. 

G. Underground Injection Control (UIC) 

The UIC regulations require that operators conduct mechanical integrity testing 
(MIT) on all underground produced water injection wells on a regularly scheduled 
basis. The UIC module requires input into the data base of MIT results as well as 
well characteristics, documentation, simple calculations, and form completion. 

H. Environmental and Safety Training 

Some of the environmental and safety statutes require that operators conduct 
regularly scheduled training of employees regarding the requirements of these 
statutes. This module provides for the timed documentation of this training as 
well as record keeping and reporting. This information will be entered into the 
personnel database as well as to that pertaining to the applicable statute. 

I. Naturally Occurring Radioactive Materials (N ORM) 

NORM is a naturally occurring substance that is associated with almost all 
minerals that originate below the earths surface. Most of the state oil and gas 
regulatory bodies have adopted a regulation that sets a threshold level for NORM 
in oil field equipment and the surrounding environment, i.e. soils, water, etc. The 
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NORM module provide for documentation of the monitoring or testing for 
NORM in these 'areas. This testing is usually a one time occurrence on a single 
well lease, but may require repeating an a lease where conditions may change^ 
This module involves data entry and documentation, including some personnel 



monitoring. 



J 



Other modules will be added to this data base system as the regulatory needs arise. 
The oil and gas exploration and production operations involve reporting and monuonng 
forp^L^M^ productions sales volumes, etc. »f ™ duleS 
included in this database program also have applications in other industrial and 
commercial operations, and will in time be adapted to those applications. 



IV. Infobase System 



The infobase system will serve as a resource for statutory references, industry practices, 
reporting forms and guidelines, current developments in regulatory issues etc The 
infotse system will^ populated in a variety of ways, including but not limited to the 

following: 

Annotated state and federal environmental statutes, rules and regulations provided 
through links to other services or through individual research. 

Recommended practices and industry standards provided by industry trade 

associations. 

Reporting forms, guidelines, and procedures that facilitate compliance with state 
and federal environmental rules and regulations obtained from regulatory agencies 
reformulated for the database program. Many of these forms will be completed by the 
information provided in the various functional modules. 

Current trends and developments in regulatory and legal matters related to oil and 
was -™ io r^™ and production operations. This information will be retrieved 
from trade associations, lobby groups, and other information services and 
provided on the infobase for producers to use in the making of business decisions. 
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BUSINESS PLAN 99 



Energy Netcom (ENDC) 



Executive Summary 

Energy_Net.com (ENDC) was born out of a recognized need in the marketplace. ENDC is a PC 
based, Internet accessible information management system designed to assist energy companies 
in managing their environmental, safety and regulatory compliance issues. As an Internet 
accessible system, ENDC enters the market with many advantages. First it offers an automated 
system for regulatory compliance that represents a substantial savings to the user. Second, it 
provides this system on the fast developing Internet with smart-links to the major information 
centers for the industry (trade association and agency web sites, information services, etc.), to 
provide easy access to information. ENDC is an on-line consultant that will assist the user in 
determining their regulatory needs, providing the tools necessary to fulfill those needs and then 
completing and, where possible, electronically submitting compliance reports to the necessary 
regulatory agency. ENDC will be designed such that it will be compatible with the major 
production accounting and information management programs. ENDC will perform its 
regulatory function by sharing data with the user's production accounting database system, while 
maintaining a companion database of regulatory information. The ENDC system will enable 
users to assess the compliance requirements for their operations, and once these requirements are 
determined, it will provide the tools necessary to establish regulatory compliance. The 
components of the ENDC system include a database information management and regulatory 
compliance tool, coupled with a digital library that will provide the user with a full complement 
of regulatory information services. In essence, ENDC will be a "one-stop-shop" for assessing 
regulatory needs, researching the ways and means to fulfill those needs and ultimately 
completing and filing the required compliance reports. 

The market for ENDC is vast. Of the 8,000 producers of oil and gas in the U.S.A., over 7,400 
are considered medium to small independents who typically out-source the functions that ENDC 
provides. These 8,000 producers operate approximately 884,000 oil and gas wells, each of 
which has specific and definite regulatory reporting requirements. ENDC will generate 
revenues based on usage which is determined by the number of wells that the user operates. 
ENDC plans to capture 25% of the available market over the first five years of operation at an 
average annual penetration rate of 5%. The small to medium operators will be attracted to 
ENDC for the cost savings as well as the ease of operation. The larger independent producers, as 
well as the major oil companies, will use ENDC for its innovation in data management as well as 
the access to information, thereby providing a market niche in every sector of the industry. 

ENDC will be marketed aggressively through industry trade association contacts and seminars as 
well as through carefully orchestrated company seminars offered in the energy centers across the 
U.S. Once the oil and gas energy market has been successfully penetrated, ENDC will begin 
making inroads into the coal, utility, refining-manufacturing, and other regulated entities. 



ENDC has selected a unique technology on which to build this system. The supplier of 
computer and Internet technology is Tenfold, Corp., a publically traded software company 
headquartered in Draper, Utah, and with business offices across the U.S. Tenfold uses a 
universal data base approach to write mission critical applications on a fixed time and cost basis. 
The Tenfold team has an impressive record of success in designing applications for other energy 
companies. Beyond the need for very effective software technology, ENDC recognizes the need 
to build a user friendly and industry friendly system that will satisfy the needs of even the least 
computer/Internet savvy producer-user. The program needed to be designed to fit the industry, 
rather than requiring the industry to adapt to the software. 

For over 20 years, J. Roger Kelley has managed the environmental and regulatory affairs for 
various oil and gas exploration and production companies. In his quest for a useful regulatory 
data management and reporting system, he discovered that many single issue programs were 
available on the market, but none of them offered the flexibility and utility that he required to 
manage the information in the environmental management systems that he administered for his 
clients. Each of the available systems required maintenance of a separate data base of 
information for input into the operating systems. It was his knowledge and understanding of this 
problem that led Mr. Kelley to the idea for ENDC as a regulatory, database compliance tool. He 
understands the needs of the industry and has designed the technology of ENDC to fit those very 
needs. 



The Product 



ENDC is a PC based, Internet accessible system designed to assist energy companies in 
managing their environmental, safety and regulatory compliance needs. The system will enable 
producers to assess the compliance requirements for their particular operations, and once these 
requirements are determined, it will provide the tools necessary to perform the appropriate 
regulatory compliance tasks. Specifically the system will assist producers in determining which 
regulations apply for their specific operation, guide them through the details of the applicable 
regulations, and finally provide them with information and tools necessary to comply. The 
information and tools will consist of explanations of the regulations, the actual text of the 
regulations with annotations explaining their significant requirements, information regarding 
forms, fees and penalties, agency specific contacts, and prompt driven compliance procedures. 
The system will ultimately perform the calculations required to complete the regulatory filings 
and then populate the agency reporting forms with these results. 

For example, an operator desiring to determine the air compliance requirements for a production 
compressor station would initially log on to the system to find out his regulatory requirements. 
He would access the air initialization module and there enter the facility and equipment specific 
information, i.e. location, equipment type and specifications (size, horsepower rating, etc.). The 
system would then respond by providing the user with a list of the applicable regulations for 
compressor stations for that particular location and lead the user through a series of questions 
that will ultimately reveal the regulatory requirements for the facility. From here the operator 
could access more information and tools, including an interactive procedure for complying with 
these regulations. The full text of the regulations with annotations and explanations would also 
be available to them. Finally, the user will be asked to enter the necessary data, i.e. equipment 
specs, facility and site specific data, personnel data, etc. The system in response, would calculate 
the air emissions associated with this facility and complete the necessary forms and applications 
for compliance with state and/or federal regulations. These calculations and forms will then be 
made available in report format to the user for their review and approval. The same routine 
would follow for the other regulatory statutes that apply. 

In summary, ENDC will be a combination of a full-featured, commerce-enabled, interactive 
website along with offline data-entry companion software. Once ENDC has been developed for 
the Oil and Gas Exploration and Production industry, the same data base system and even the 
same regulatory and calculation functions can be modified to serve other industries, i.e. coal, 
electric utilities, the chemical manufacturing industry, the refining industry, and many other 
businesses that are regulated and that require similar compliance activities, reports, etc. 



Program Architecture 

ENDC will be designed to provide regulatory compliance support through the previously 
described interactive process. The user will follow a decision tree analysis type procedure that 
will walk them through a specific compliance function. The key to ENDC'S utility to the 
industry is the maintenance and accessability of a data base of facility, equipment, personnel, 
production and other company specific information at the user's home site. Functional modules 
will be accessed through the Internet based program, for which the user will pay a usage based 
fee. In order to make the best use of company production information, ENDC will establish or 
create links with products that provide oil and gas well accounting services, e.g. Excaliber 
(Prodigy) and Rough Neck, thereby making full use of the existing information in the company 
data base . These links will enable the sharing of existing company information, thereby 
reducing the data entry duty. The successful use of these links will be a significant part of the 
program's function. Data entry methodology will be discussed at the end of this section. 

In addition to the generation of compliance data and reports, the regulatory compliance portion 
of the program will include contact information for the various state and federal agencies in the 
form of names, addresses and telephone numbers for these contacts. This function will also 
include access to the required reporting forms for spills, releases, upset conditions, accidents, etc. 
Any other compliance reporting forms required by the state and federal agencies will also be 
provided, i.e. mechanical integrity reports, discharge monitoring reports for NPDES compliance, 
sundry notices for BLM/MMS reports, production reports, SARA Title III inventory and release 
reporting forms, etc. These forms will be populated from either the company information data 
base or from calculations performed using this information. 

Also in this portion of the program, ENDC will enable the user to access and use industry 
accepted and government approved calculation routines. One such routine is the Tanks (Chief) 
program developed by the EPA to calculate air emissions from chemical and hydrocarbon 
storage tanks. These calculations are accepted by the federal agencies and sanctioned (and in 
some cases even required) by various state agencies. Another similar calculation routine is the 
Glycalc program developed by the Gas Research Institute (GRI). This program calculates 
hydrocarbon and hazardous air pollutant air emissions from glycol dehydration units that are 
used to remove excess water from produced natural gas prior to its sale. Each of these programs 
are currently being distributed on a cost basis. Through negotiations currently underway, each 
program may be accessed through a multi-user license for incorporation into the ENDC system. 

The regulatory compliance program will be designed extremely user friendly, such that even the 
smallest oil and gas companies (or any other user) will find it easy to work through to obtain 
their desired goals. In addition to the calculation routines, ENDC will provide "strawman" 
examples for other routine regulatory documents, e.g. Spill Prevention Control and 
Countermeasure Plans (SPCC), Oil Spill and Emergency Response Plans for environmentally 
sensitive areas, applications for permits to drill or explore on Federal leases, SARA Title III 
Compliance reports, etc. These documents will be designed to include the basic requirements for 
compliance with these type regulations, without the inclusion of any extra provisions that might 



cause the user to incur any unnecessary liability. ENDC will retain the appropriate legal counsel 
to manage this risk for this part of the product. 

Companion to the regulatory compliance portion of ENDC is a digital library that will provide 
"fingertip" access to regulatory law, agency regulations based on these laws, guidance 
documents from agencies and trade associations, as well as online access to other information 
services. The digital library portion of the program will provide access to information generated 
by ENDC as well as other commercially available products. ENDC will provide links to the web 
sites of the state and federal agencies. These links will be intelligent links designed to direct the 
user to the information pertinent to their particular question. Many of the agency web sites are 
complicated for the novice user and sometimes even for the veteran user. ENDC will have a 
team that will be dedicated to searching these sites and providing these links using an industry 
friendly search methodology. In addition, this team will remain current on all regulatory as well 
as policy developments within these agencies and maintain the program library to reflect those 
changes. 

Other information sources that will be provided include many that are currently commercially 
available through other services. As the premier and only product that provides the "one-stop 
shopping" service, these providers will be willing to allow ENDC to maintain and sell these 
services on a royalty basis. This same arrangement is available for guidance documents 
provided by agencies and industry trade associations. For example, documents published by the 
American Petroleum Institute (API) such as recommended practices, standards, etc., may be sold 
by ENDC with a royalty provided to the API for each sale. Publications by the International 
Standards Organization (ISO) will also be provided. Currently, API and other international 
standards are being converted into ISO type standards and made available to the international 
regulatory community. 

ENDC plans to be able to provide, wherever appropriate and economical, copies of international 
standards and regulations in foreign and English translations. Of course these products will be 
developed only to meet specific market needs. The regulations, standards, etc. will be provided 
to the users in an Adobe® type, read-only format. 

Another function that will be possible with ENDC is electronic submission of all regulatory 
reports wherever such reporting is allowed. One of the long range plans for ENDC is to obtain 
DOE grant monies to assist the states in building these "e-commerce" type links. 

Data Entry Technology 

ENDC is forming a relationship with a company that supplies data transmission through Low 
Earth Orbit Satellites (LEO's). The name of this company is LeoOne. Data transmission to a 
LEO can occur from any spot in the world. ENDC proposes to use hand-held, write-ready 
computers that can be used by oil and gas company lease operators or gaugers to record and 
input production data. This data input will transferred directly, after review by an immediate 
supervisor or other company designee, into ENDC's data base for that company. These hand 



held computers will enable the lease operator to make changes in equipment and other facility 
information if necessary, as well as to provide comments pertinent to the operation of the 
individual wells and production facilities. Companies that use the ENDC computer will discover 
tremendous cost savings in the handling of this information. The daily gauge reports will be 
printed based upon the information that the lease operator inputs. These computers will have the 
capacity to calculate oil and gas production given the actual tank gauges, differential pressure 
readings, etc. Quality control checks can be employed at whatever level the user desires. The 
data input, hand-held computers will allow the user to receive production data from any spot on 
the globe. The same data that is entered using these computers will be routed into the data base 
that accesses the ENDC compliance routines, thereby completing the loop on company data 
management. 



The Market 



The initial target market for ENDC is the upstream energy market. According to IPAA statistics, 
there are approximately 8,000 oil and gas companies of varying sizes in the U.S. who represent 
potential users of ENDC. Of these 8,000 producers, over 7,400 are considered medium to small 
independents who typically out-source the functions which ENDC provides. The remainder of 
this number consists of large independent producers and major oil companies. Within this 
market, the potential user-operators range from the smaller independent operators that are not 
currently complying with all of the regulatory requirements out of fear, i.e fear of the unknown 
costs and potential consequences of compliance; to the very sophisticated operators that are in 
need of a tool to mange the enormous volume of regulatory data and reports that are required. 
These 8,000 producers operate approximately 884,000 oil and gas wells, for which each well 
there are specific regulatory reporting requirements. 

The environmental, safety and regulatory needs of this market are twofold. First, there is a clear 
need for a reduction in regulatory compliance costs. Under the increasingly unstable oil and gas 
market, producers are constantly looking for ways to reduce overall production costs, of which 
regulatory compliance is a growing concern. ENDC presents a more efficient and cost effective 
way to manage these compliance issues. Based on our experience, a small to mid-sized 
independent producer spends a minimum of approximately $60,000 to $100,000.00 per year on 
outside environmental consultants to manage environmental affairs alone. In comparison, 
ENDC will allow this same company to manage these issues "in-house" for approximately 
$20,00.00 (a 67% reduction in annual costs ). A larger company would have even greater cost 
savings due to economies of scale. 

In addition to the cost reductions, there exists a need in the industry to increase the level of 
environmental, safety and regulatory compliance among its member companies. Increased 
compliance enhances the industry's position with the public, regulatory, and legislative sectors. 
The public relations issue is becoming most critical under the current market and political 
environments. 

ENDC will streamline compliance efforts by providing a quick and easy way for producers to 
determine their regulatory obligations without having an intimate and in-depth understanding of 
these regulations and how they apply. ENDC provides an automated system that, combined with 
the company's existing well accounting systems, will allow the user-operator to generate reports 
and filings, as well as perform the necessary engineering calculations. It will, by design as an 
educational tool, serve to increase the users awareness of the issues. 
Briefly, benefits of the system include: 

3 Increased environmental, health and safety awareness through technology 

3 Increased co-operation with the agencies and compliance with the regulations, 
thereby reducing risk exposure 




3 Reduction in overall compliance cost (time & money) 

3 Improved public perception through pro-active environmental, safety, and 
regulatory efforts. 

ENDC may also provide statistical information to the Department of Energy and other interested 
agencies, regarding the overall usage of the program. These statistics could be used to evaluate 
the utility of the various regulatory modules and measure the overall effectiveness of the 
program as a regulatory compliance tool. No individual company information will be provided to 
the agencies in these statistics. This information will not and can not be used as part of an 
enforcement effort on an individual company or the industry as a whole! 

The Competetion 

Several PC based programs have been introduced into the market that will perform a single 
regulatory compliance function or even a group of functions. However, none of these programs 
use a common database for maintaining regulatory information; and none are currently offered 
on the Internet with the "one stop shop" feature offered by ENDC . Some of these products do 
maintain information pertinent to their target regulatory issues, but do not make that same data 
available for use by other systems. ENDC will be offered on the Internet and will have an 
interactive, time-based database function that will have the capability to retrieve all of the 
required input data from a general information database. 



r 



Our Position in the Market 



ENDC enters the market as a sole source provider of Internet based regulatory consulting 
services. The Internet has evolved to a point where the general public is comfortable with 
finding information and making purchases over the web. By offering this service on the Internet, 
ENDC exploits the "e-commerce" business to business sales model which offers a product for 
sale to businesses on the Internet, while at the same time offering other value added 
enhancements as a lure to bring the user to the site. An Internet provider achieves success by 
providing a wide selection of services at good prices along with an effortless experience. This 
success will be realized by delivering about the same level of service through the Internet that 
users can currently get from a consultant (in person), but at a reduced cost and with other 
enhancements. ENDC can provide valuable services inexpensively and at a more comfortable 
level. Many of the smaller to medium size companies have a fear of the potential (unknown) 
costs and liabilities involved in getting an outside consultant involved in their regulatory affairs. 
ENDC provides a very controllable method, from the standpoint of both cost and liability, of 
researching and evaluating regulatory needs. 

ENDC will serve as an industry magnet site by providing links to other products, services, 
government agencies, etc. Partnerships and alliances will be created with other non-competitive 
providers of information and services to establish the critical mass needed to become an industry 
magnet. ENDC will use a dedicated search engine, tied in with other search engines of other web 
sites through smart-links, to help the user to find the information and services that they are in 
need of. In order to provide users with value added information and assistance, ENDC will 
provide answers to frequently asked questions for each module or category. ENDC will use all 
of these information resources to attract clients and to generate new sources of revenue, such as 
advertising or sales of complementary products/services. The anticipated result of providing 
value added information on the ENDC web site will be to consolidate parts of the value chain. 
In this way, ENDC will create significant value for clients by reducing the number of entities 
they have to deal with in the value chain, thereby making the entire site more attractive to 
advertiserss and user friendly to clients. 
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How ENDC Will Capture Market Share 

ENDC plans to capture at least 25% of the market over a five year period (5% per year for five 
years). ENDC revenues will be based mainly on client usage, which is in turn driven by well 
count. ENDC will be provided to the operator or client/user via the Internet using a PC server 
based database system. The market for ENDC is very diverse. The major oil and gas companies 
will either desire a version of the program on site at the location of their corporate information 
services, or will they will require dedicated servers on the Internet to provide them with their 
desired level of security. The medium to small independent oil and gas companies, as well as the 
other service type users will use the program on-line. The client/user, depending upon his size, 
i.e. well-count, volumetric production, etc., may choose the product that best fits his needs from 
the following three product scenarios. 

1) The client/user may elect to purchase an individual data base system customized 
for their company to insure the security of their data. These systems may involve 
local site based dedicated system or a dedicated ENDC based server. These 
dedicated systems will be sold for a minimum price of $2,000,000.00 plus an 
annual maintenance fee equal to 10% of the base price. Customization of these 
systems would be billed on a cost plus basis. . 

2) The client/user may pay an initial site license fee ($2,500.00) plus a price per 
"hit"($50.00) for each time the user logs on to the site to perform a fee function. 
It is estimated that the majority of the clients will choose this scenario due to the 
perception of a lower monthly cost. 

3) The last scenario would be that the client may hire ENDC to input data and 
manage their company's regulatory compliance program. Under this 
arrangement, ENDC would serve as an environmental consultant. This scenario 
would represent a somewhat different income stream for the company. 

Other sources of revenues considered but not included in the financial analysis include 
income from advertising on the website along with the sales of documents and regulatory 
materials on the infobase. The list of oil and gas company service providers is vast and 
the exposure offered by ENDC will be sufficient to command a premium price for 
advertising on the site. 

The main avenue of contact to the oil and gas industry will be through the oil and gas 
industry trade associations, both at the state and the national level. These contacts will be 
accomplished through presentations at the regularly scheduled trade association meetings 
as well as at jointly sponsored trade association seminars. The Petroleum Technology 
Transfer Council (PTTC) which operates under funding from the U.S. Department of 
Energy (DOE) and the functional support of the Independent Petroleum Association of 
America (IPAA), is aware of this product and is prepared to support it with jointly 
sponsored technical seminars across the country as it has heretofore conducted with 



other petroleum technologies. The mission of the PTTC is to disseminate innovative 
technology to the petroleum industry for the purpose of the advancement of the energy 
industry in the United States. ENDC will, by design, encourage and enhance compliance 
with all of the regulations that apply to the exploration and production of oil and gas and 
will therefore entice the PTC to support the product. 

Other state and national oil and gas trade associations will provide similar support 
through endorsement and promotion. The Texas Independent Producers and Royalty 
Owners Association (TIPRO) has expressed an interest in the product and has in the past 
sponsored seminars with Kelley Engineering as a means of providing information to their 
members and to help build membership. Other potential sponsoring organizations 
include the Gas Research Institute (GRI) and the Interstate Oil and Gas Compact 
Commission (IOGCC) . ENDC will use and endorse products that these entities have 
sponsored and developed, e.g. engineering calculation applications and information 
databases. 

Government access to the system will be provided on a special use type license. No 
group licenses will be allowed, unless the group pays a license fee plus deposit, against 
which ENDC will charge each individual "hit" to the site. 



Technology 

ENDC will be operated using a common data base of information which will be accessed by 
each regulatory reporting module. Kelley Engineering has the models for all of these modules. 
Most critical to the success of ENDC is the data entry function. This function must be tailored to 
the industry so that the units of the data match those that are retrieved from the field operations 
where they are generated. 

The software technology that will be used to develop ENDC is a universal application with 
"component ware" power functions developed by Tenfold Corporation. This application has 
been designed such that most of the application has been pre-built with the complex problems 
encountered in ENDC already solved. The Tenfold application allows the product developers to 
focused on describing data and desired functionality, rather than writing code. In this way, 
Tenfold is able to provide products on a fixed cost and time basis which is not typical of the 
software industry. 



Key Players 

The Staff 

The secret to the success of ENDC will be its utility to the client/user. To insure this utility, 
ENDC will seek to hire professionals that are familiar with all phases of the operations of this 
industry. ENDC professionals should have a general understanding of and experience in some 
aspect of the oil and gas exploration, production, refining and marketing and the energy business 
as a whole, and preferably hands on experience with some phase of operations. They should, of 
course have expertise in their particular area of focus, i.e. marketing, regulatory, information 
systems, management, etc. 

Currently, ENDC proposes the following staff assignments: 

CEO - J. Roger Kelley 

CFO / Executive V.P. - Merrill Littlewood 

V.P. Marketing - Phil Rudd 

The Board 

J. Roger Kelley - KEI 
W. Marvin Watson - Megahealth 
Loren Carroll - Smith Industries, Inc. 
Michael Cantrell - OBEC, Ada, Oklahoma 

Jim Jones - Former President: American Stock Exchange / Former Ambassador to Mexico / 
Attorney 
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EXHIBIT 4 



BUSINESS PLAN 
Energy_Netcom (ENDC) 



1) Overview 

Kelley Environmental Engineering, Inc. is a full service environmental management 
firm serving to the oil and gas exploration and production industry. With years of 
experience in this industry, Kelley Engineering provides comprehensive environmental 
and engineering services which include: transactional environmental due diligence, 
corporate compliance, general auditing and support services, and environmental 
assessment and remediation. As founder and manager of this firm, J. Roger Kelley 
has developed a functional understanding of the regulatory needs of the industry, 
including the corporate infrastructure required for an individual company to comply 
with this myriad of regulations. 

Mr Kelley has as his personal goal to become involved with a successful business 
venture with a future sufficient to meet his current and future financial needs. He 
would also like to be in a position to generate and be involved in future ventures to this 
same end. As his business goal, Mr. Kelley plans to build a solid base company for the 
development and support of ENDC, to achieve the short term market goals and to take 
the company public to enable the long term market and development goals of ENDC to 
be reached. He has chosen Tenfold Corporation as a partner to enable him to reach 
his goals. 

Tenfold Corporation is a fast growing software applications technology and service 
company that builds large scale, mission critical solutions in short time frames for a fixed 
price. Tenfold has developed a revolutionary "universal application" software system that 
can be adapted to any standard database, which enables them to accomplish their short 
term, fixed price goals. It is for this reason that Tenfold was chosen over other software 
companies for the development of this product. Other software companies provide a 
rate-based price structure that provides no incentive for the completion of the product. 
Consequently, the success rate of these rate-based companies is not very high. Tenfold 
has historically been able to use their universal application system to develop what they 
style as "mission critical" applications within their projected schedules. 

Tenfold has had a 100% success rate of providing the desired product within the allotted 
time frame. In one particular instance, they developed for Enron Corp. (within a 12 
week period) a program to manage an elaborate marketing system to meet the 
deregulation deadline for natural gas in the state of California. This product characterizes 
the ability of Tenfold to react to the market and develop "mission critical" products on a 
fixed time and cost contract. 

1 



The simple mechanism for accomplishing the business objectives as stated is as follows: 

a) Tenfold will develop the software product and provide support for 
enhancements and customization as well as ongoing technical support, e.g. 
training, on-line support, etc. Specifically Tenfold will: 

1 ) Provide the software structure for ENDC that will operate 
according to the requirements as defined in the criteria manual and as 
determined by Kelley. 

2) Provide the expertise to place this program on the Internet and 
design the web system that will operate the product. 

3) Provide the support for customization of company specific 
products. 

For their contribution Tenfold will receive 1/3 of the company stock. 

b) The venture capital partner will provide SIM in capital to support the 
marketing and development for J. Roger Kelley and the regulatory development 
staff. For this contribution, the venture partner will receive 1/3 of the company 
stock. 

c) J. Roger Kelley will provide the direction for the logistical development of 
the product, as well as the marketing effort. Mr. Kelley will direct the regulatory 
research for the infobase as well as the functional technical modules of the 
program. He will provide all of the engineering calculations and resources for the 
functional modules. He will also direct the research and provide the information 
for the digital library portion of the product. For his contribution, Mr. Kelley 
will receive 1/3 of the company stock. 



2) Timing 

Tenfold can deliver a product of the magnitude of ENDC in four to six months. The first 
phase of the project or the Executive Overview will be developed in the first 2-3 weeks. 
This Executive Overview is essentially the feasibility study for the product to determine 
how to proceed and how the overall product will be function. This phase will require the 
efforts of Tenfold personnel as well as Mr. Kelley who will provide information 
regarding the requirements and needs of the industry. 

The next phase of the project is the development of the criteria manual which is 



essentially the development manual for the product. This manual will take approximately 
5-6 weeks to develop. The first working model of the program will be ready for the 
market at sometime between the fourth and sixth month. Tenfold provides in-house 
training for company personnel who use their products. Tenfold will also provide support 
for customization of ENDC for client specific applications. 

3) Marketing Plan 

The market for ENDC is very diverse. The major oil and gas companies will either desire 
a version of the program on site at the location if their corporate information services, or 
will desire to have dedicated servers on the Internet to provide them with their required 
level of security. The medium to small oil and gas companies, as well as the other service 
type users will use the program on-line. 

The main avenue of contact to the oil and gas industry will be through the oil and gas 
industry trade associations, both at the state and the national level. These contacts will be 
accomplished through presentations at the regularly scheduled trade association meetings 
as well as at jointly sponsored trade association seminars. The Petroleum Technology 
Transfer Council (PTTC) which operates under funding from the U.S. Department of 
Energy (DOE) and the functional support of the Independent Petroleum Association of 
America (IPAA), is aware of this product and is prepared to support it with jointly 
sponsored technical seminars across the country as it has heretofore conducted with other 
petroleum technology. The mission of the PTTC is to disseminate innovative technology 
to the petroleum industry for the purpose of the advancement of the energy industry in the 
United States. ENDC will, by design, encourage and enhance compliance with all of the 
regulations that apply to the exploration and production of oil and gas and will therefore 
entice the PTC to support the product. 

Other state and national oil and gas trade associations will provide similar support 
through endorsement and promotion. The Texas Independent Producers and Royalty 
Owners Association (TIPRO) has expressed and interest in the product and has in the past 
sponsored seminars with Kelley Engineering as a means of providing information to their 
members and to help build membership. Other potential sponsoring organizations 
include the Gas Research Institute (GRI) and the Interstate Oil and Gas Compact 
Commission (IOGCC) through our use and endorsement of products that these entities 
have sponsored and developed, e.g. engineering calculation applications and information 
databases. 

4) Architecture 

ENDC is designed to perform the regulatory functions for an oil and gas exploration and 
production company as a time based, automated "on-line" consultant. In essence, ENDC 
will perform for the user, many of the functions of a staff or contract regulatory specialist 

as follows: 



Functional Components 

a) Perform engineering and other calculations that provide information in 
reports to regulatory agencies 

b) Retrieve data from other databases to be used in calculations and to be 
used in regulatory reports . 

c) Interact with existing company accounting and well databases to allow use 
of existing data 

Regulatory Database 

a) Provides a structure within which to input data not normally used in the 
revenue accounting system and any other operations type well database 

b) Interacts with existing database to combine info into common database 
that can be accessed by functional components 

Infobase 

a) Provides a digital library for reference by users while determining 
compliance 

b) Contains annotated regulations either developed by ENDC or purchased 
from another service. 

c) Provide users of functional modules with a decision tree analysis for 
determining compliance requirements 

c\ ir;,r^ Vo^ Finonniaic fall fiaures are m onthly costs) 

The five-year financial forecast is included at the end of this document and has been 
developed using the following assumptions and criteria: 

Personnel Functions 

a) Manager SI 5,000.00 

Directs marketing and functional development of the product and the 
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administration of the company. 



b) Environmental Engineer $5,000.00 

Provides expertise and direction for the engineering calculations as well as 
the regulatory reporting functions in the product. 

c) Environmental Specialist S5,000.00 

Provides direction and research into the regulatory requirements, laws, etc. 
and provides input into the reporting requirement function. 

d) Marketing Specialist $8,400.00 

Researches market and makes contacts for marketing of the product. 
Helps Manager with trade association contacts. Must have expertise in oil 
and gas service type software. 

e) Technical support $4,000.00 
Provide on-line support of product for Internet and PC based products. 

f) Administrative staff $3,0000.00 

Provide bookkeeping, clerical and general administrative services for 
Houston office. 

Capital Requirements $1 00,000.00 

a) Initial equipment purchases for the Houston office to support the Houston 
staff, i.e. computers and other FF&E for the office. 

b) Legal costs for patent and company setup 



Technology License and Transfer Fee 5200,000.00 

a) Fee to Roger Kelley for patent license and product use 

Overhead G&A S5. 1 00.00 




a) Fixed and variable costs to operate Houston office 

Web Server Space S10 ; 000.00 
a) Lease on web space to support the product 

Advertising and Marketing S 1 0,000.00 

a) Costs required for trade shows, adds in periodicals, trade show function 
sponsoring, etc. 

b) In the first month of each year, an extra S 1 0,000.00 was added in to 
account for annual advertising fees. 

Travel and entertainment $5,000.00 

a) Funds to support travel to meetings and events to support marketing 
efforts. 

6) People 

Both Tenfold and Kelley Engineering are committed to finding people with practical 
experience in the industry who can develop practical applications that will be used by the 
industry. We make the product fit the industry rather than expecting the industry to fit the 
product. 



7} Patent 

J. Roger Kelley individually holds the patent on ENDC and will license this patent to 
ENDC, Inc.. All future patents that are developed by Mr. Kelley will be similarly be 
licensed to ENDC, Inc. as a company. 

8} Exit Strategy 

The following plan is designed to provide the investors and partners with projected, 
measurable milestones and the associated cost to reach each milestone. Each milestone 
has a target date and a cash flow requirement. If the target date slips for any of these 
milestones, the cash flow will accumulate proportionately. The business plan is designed 
such that if any of the target dates slip significantly, the investors or partners will have the 
opportunity to seek co-investors or bail out without further commitment. If growth 
expectations are met, the venture will be prime for a public offering in the third year of 
operation. Further exit strategies may be investigated at this point. The milestones along 
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with their target dates and associated cash flow requirements are presented 
following table. 



Milestone 


Target Date 


Cumulative Cash Flow 


1 Develop Executive Overview (Tenfold) 


1 st Month 


($232,200.00) 


2. Develop Criteria Document 


2 nd Month 


($264,400.00) 


3. Prototype on Web 


7* Month 


($655,000.00) 


4. First Revenue Received 


8* Month 


($718,813.00) 


5. Break Even Point 


20 th Month 


$191,343.00 


6. Public Offering 


36 th Month 


$9,327,597.00 









Explanation of Table: 

1) Tenfold will spend 3-4 weeks developing the Executive Overview which will determine 
the scope and requirements of the product This exercise will require close cooperation 
of Mr Kelley and his associates to provide the critical information for the development of 
this document. Once this document is finished, Kelley will prepare marketing materials 
to take to the Trade Associations and other client contacts and begin the marketing effort. 

2) With the Executive Overview in hand, Tenfold will prepare the Criteria Manual which 
will be the "blue print" for the program. 

3) Once the Criteria Manual is complete, Tenfold will require four to six months to write the 
program. Kelley will stay in close contact for consulting on the project and the gathering 
of information for the infobase as well as the functional modules. A prototype of the 
product will be on the web during the 7 th month and available to exhibit at shows and at 
marketing calls. 

4) Sales are expected during the 8 th month as the Texas regulatory data is available on the 
web. Milestones for other state data are include in the financials. 

5) The break even point will occur during the 20 th month if market goals are met. 

6) An initial public offering should be feasible in the 36 th - month if market goals continue to 
be met. 
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ENDC PROCESS FLOW OVERVIEW 



ENDC is a Matured, commerce enabled, interactive e-eemt*ere*^ system with offeite data 
bNDC is a ny Kdiui , involves the use of a common database of 

but is not limited to: AM ^CmMWJCq 



• Personnel Data - 

• Facility Data - 
» Equipment - 

» Production Data ■ 



Job function, location, level of responsibility, exposure data, 
reporting level of accountability, Personnel ID number, time 
function 

Legal location (lat, long, UTM, city, county, state, country, facility 
type, facility ID#, time function 

Type, construction specs, functional and operational specs, 
equipment ID#, time function 

Oil, gas and water production, flow pressures, injection pressures 
and volumes, etc. 

The prograC^base and basic operating system will be downloaded ^Jto^ ^ 
Lftefa license fee has been paid). The user will have been assigned a user ID along wUh a 
pSswo dTallow to tiie system. He will be billed according to usage, ,.e. per h. or per 
Sge^rated. The data base and operating system .will be used to access any one of the 
many functional modules to perform mission specific functions. 

Thi^nalmodules will have calculation, analytical and report generating capability Any 
1 tie runcuonai rnouux oe rfHrrn a particular regulatory function using either a direct 

one module will enaoie tue ooer ..o pen-xin a poius-u^ » 

data entry format or through a prompt driven question and answer session. The direct data entry 
tTr^Zni £ used by the more experienced user who has a working knowledge of the 

SSand^^ 

„*; nn , llatp the Ita base prior to accessing the functional module through a link to aae**** 
S^b^^^^ Thlmemodologywillbediscussedfurthermthisreport. 

v a ^T££r™-\e^&i user with Umited knowledge of the regulatory requirements, the 
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»« exercise^SS&tewe^wf the proeram module. As the ^answers these 
W "SSSSto coB»o»*trta«, thereby allowing the functional module 
r^tZ^r^ necS calcuiatio'n and reporting Actions. Theuser may 
"o^sLtion specific data/Tlec. system defaults as they are made avarlable. 

d"scLge constituent concentrations, injection pressures/volumes, P 10 ^ 0 ^^^' 

submission. 

Each of the regulatory modules will employ a time function which will enable the system to 
maintain a history of accumulations, events, etc. tor reporting. 
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Flowchart Explanation 



A general description of the flowchart is as follows, 
pyppri^red User ^ 

This use, wilUog onto the system w* fusing ^tS—shte .as. a, 
immediately begin searching for the module fat ^ fecility , propert y 

hand. Once the module has been accessed, ^.y^^™J&J The user will then 
„, other type ID # that identifies Ae ^^fj^^XTn^Lc. that they desire to 

perform the calculations and complete the reports. \ 
TheProgramDataBase(PDB^^^ 

program modules. Companies have dato '".^^Xses to the PDB in a form that can'be 
Modules. ENDC will enable these « to ^J^*£ ^0 use data from system data 

used by the on-line ^^^S^£S^^ ** « in calculationS " Wdl 
bases that are maintained by ENDC and but not be limited to equipment emission 

as for regulatory analysis. The d-J^^^ 1 ^^ efficiencies, climatological 
factors, equipment construction and design date, control eq p exposure 
data, physical chemical data (MSDS type>ib be £d ^WJ^ti level will be a 
levels, regulatory thresholds regulatory ^ ^^J^L ^Ltory and statutory 
digital library .that will 

references where necessary. The default data as we b ^ as-regulatory 

ENDC on an on-going basis. ^«^^^^J^ will take the uL directly 
developments, ENDC will provide smart links to agency we v 7 
into the locati^n^^ies to their question or issue. cfa*^ 

y ^ypprienced User 



tow to proceed.. The system wll ^^ ^X option. Within this tutorial, 
enable them to decidej^t ^ th/perta* ^facility or property 
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identified the user may proceed through a user-friendly, prompt driven question and answer 
mZmI user to eithfr provide the data necessary to comply with the subject 
regulation or choose the default data provided by the system. 



MnHnls Func *'™" / Calculations 

. thp Wtiona i system module has been selected and the appropriate data basis accessed, 
SSSlV perform the required toto . * ^^^^T 
fosome cases the calculation routines may be specified by the govermng " 
£££ Sed routine or an agency specified operation. These ^^^^^ 

calculation for storage tank air emissions or to access the EPA Chiets h 
other industry or agency accepted software that might be available on a.*>me^snare ware 
^t!S^Sc^ wiSl make use of cumulative data to prepare time-based (i.e. 
quarterly, annual, etc.) reports. 

poults/ Audit 

oTX?y to acceptor reject and modify the data that has been generated.^* 
Re ports Ge" »™tad far Submission 

The module will now generate a final report for submission to the governing body or agency. 
m ay te submitted electronically if the/agency is set up for this service. \ 
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pvnff rflm Process Flow Diagram 

NEEDS IDENTIFIED 
CLogOnTo System) 



I 



1 



^oicfpH p?ta Entry 



p^Dflia Entry 
ik 



Regulatory Tutorial / 
Data Needs Identified 



Module 
Accessed 



Manual Data Entry 



Prompt Driven 
Data Entry Session 



Module Functions / 
Calculations, etc. 



Onf Transferred 



Results / Audit 



Reports Generated 
for Submission 



Compliance 
Submission 



gtnrftd LocalhL 



Governing Body or 
Agency / Electronic 
or paper submission 



1 



Data Links to 
External Site 
Locations 
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1. Facility Data 

2. Personnel Data 

3. Equipment Data 

4. Source Data 

5. Production Data 

6. Time DataBase 

7. Reports / Records 

8. Etc. 



Other Company Data 



Jases 



de- 



program Data Base 
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Example: Air Emissions Regulatory Module x/hWu^L 

The air efuSrefulatory module is a goad example of data entry ambulations with 
decision lee analysis rega rding the out-pu^Air emissions com pUance'reqmref eatettfi^ 
, ..falkflft^^ and DrpducU^dataYTne^ vacuity data will 

establish the location of lhhi3Btf3!& regard to air quality cSnteol districts w here requirem ents ^ 
may change drastically from one<Se> another. Location specific data twg^fer^tioiH^^ 
specific regulatory standards^cliryitological and meteom ^^*' {A ^ JUa *#l4*- 

A large volume of detailed equiminfdtta is reqifJd fortisCctional module. In addition toW^ 

size, ritings and dimensions'*^ condition' is also used to trigger certain emissions factors 

to be used in the calculations. The user may not be prepared to enter al ofthe data m one session 

due to the lack of availability of this data. In this case, the program *4H4tf»le4» generate a 

questionnaire that will assist the user in obtaining all ofthe input data from the field location. 

Some manufacturer! data may be required, for instance, on compressor engines. Again this data 

may be entered into the PDB by direct entry prior to accessing the module. Once the da a is 

entered with a corresponding ID #, that piece of equipment will always be identified with that 

same data. If a piece of equipment is moved form location to another, the emissions 

characteristics will follow that unit to the new facility ID and the cumulative emissions will be 

adjusted to match the time of service at each location. 

Air emissions calculations require extensive data input and many complex calculation routines. 
Some industry accepted engineering calculation programs will be used by direct access with this 
module. Air emission also require a time function to track the emissions as well as tiie 
equipment usage throughout the year for the annual emissions inventory reporting Annual 
emissions volumes are subject to regulatory limitations which must be kept current in the System 
Data Base. Also, production data must be kept on a time basis to allow for actual emissions 
assessments. Once the air emissions summaries are obtained, these emission volumes will be 
compared to the regulatory data base for that specific location to determme the compliance status 
ofthe facility The system will advise the user ofthe compliance status and prompt them as to 
what must be done to attain compliance if the facility is non-compliant. The system will also 
assist the user in determining what emissions levels are acceptable. 

The following flow diagram provides a simplified description of this process. 
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Air Module Process Flow Example 



Scenario 



" The operator recogn izes a need for air regulatory compliance tor an ou «nJ gas 
production facility 



The User logs on to the 
system with a user ID 
number and password for 
billing and security 
purposes 



Enter Facility ID # (new or 
existing facility) 



Facility information 



review 



Equipment Data Entry 



Production Data Entry 



Choose default data or 
enter associated data 



Module calculates air 
emissions and enters them 
onto emissions summary 



-Either an existing facility or a new 
facility may be entered 



-Once the user has entered or 
accessed the facility data, they may 
review the data. 



-Data entered directl)^form>ciata base 
or through prompt driveiTQ&A 
session 



-Data entered same as equipment data 



-Other associated data, i.e. 
climatological, etc. 



Emissions volumes 
compared to regulatory 
data to determine 
compliance with threshold 
levels 



User advised of 
compliance and provided 
with options 



Required applications and 
emissions inventory forms 
prepared 



Reports presented to user 
for audit and review 



Application and forms 
printed for submission or 
electronically submitted 



All events, reports, etc/ 
recorded by time, date, 
user in PDB 
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Digital Library 

■i hi. to ^£JS^rs is a digital library which contains regulatory laws, rules and 
Also amiable to^^^sers is g^ 

regulations and summaries of each as ^wen *s ^ ^ ag govenunent 

specifications and practices, i.e API, GRI, AM M, i&u e information will 

standards and specifications that may be used ^^^^^^^^ with 
be provide in a number of ways which will be des^ ^^mbe ! provided and accessed 
providing what might be considered legal J^^^^^S^ Publication 
much in the same manner as the Bureau of Nab ^ f ^^^'^^niices wiU be resold 
Services, the American Petroleum Institute, etc In ^^e b^e^ess to information, 
for a royalty on this system in order to provide the ~ ^^^^ md ^dc 
This library will be maintained in part through a system of hot links to agency 
3 web-sites to save the user the time quired to research these sites. 

Fv*m»le- If the user is gathering information regarding a matter of compliance and desires 
Z uXinformation by clicking on the icon for that topic at the nome site and 
tot that facility file for future reference on that same or similar matters. 

necessary and as they are provided by the agencies. 
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EnergyNetcnm (ENDC) 



F vprntivp Summary __ 

Energy_Net.com (ENDC) was born out of a recognized need in the marketplace. ENDC is a PC 
based, Internet accessible information management system designed to assist energy companies 
in managing their environmental, safety and regulatory compliance issues. As an Internet 
accessible system, ENDC enters the market with many advantages. First it offers an automated 
system for regulatory compliance that represents a substantial savings to the user. Second, it 
provides this system on the fast developing Internet with smart-links to the major information 
centers for the industry (trade association and agency web sites, information services, etc.), to 
provide easy access to information. ENDC is an on-line consultant that will assist the user in 
determining their regulatory needs, providing the tools necessary to fulfill those needs and then 
completing and, where possible, electronically submitting compliance reports to the necessary 
regulatory agency. ENDC will be designed such that it will be compatible with the major 
production accounting and information management programs. ENDC will perform its 
regulatory function by sharing data with the user=s production accounting database system, while 
maintaining a companion database of regulatory information. The ENDC system will enable 
users to assess the compliance requirements for their operations, and once these requirements are 
determined, it will provide the tools necessary to establish regulatory compliance. The 
components of the ENDC system include a database information management and regulator)' 
compliance tool, coupled with a digital library that will provide the user with a full complement of 
regulatory information services. In essence, ENDC will be a Aone-stop-shop= for assessing 
regulatory needs, researching die ways and means to fulfill those needs and ultimately completing 
and filing die required compliance reports. 

The market for ENDC is vast. Of the 8,000 producers of oil and gas in the U.S.A., over 7,400 
are considered medium to small independents who typically out-source the functions that ENDC 
provides. These 8,000 producers operate approximately 884,000 oil and gas wells, each of which 
has specific and definite regulatory reporting requirements. ENDC will generate revenues based 
on usage which is determined by the number of wells that the user operates. ENDC plans to 
capture 25% of the available market over the first five years of operation at an average annual 
penetration rate of 5%. The small to medium operators will be attracted to ENDC for the cost 
savings as well as the ease of operation. The larger independent producers, as well as the major 
oil companies, will use ENDC for its innovation in data management as well as the access to 
information, thereby providing a market niche in every sector of the industry. 

ENDC will be marketed aggressively through industry trade association contacts and seminars as 
well as through carefully orchestrated company seminars offered in the energy centers across the 
U.S. Once the oil and gas energy market has been successfully penetrated, ENDC will begin 
making inroads into the coal, utility, refining-manufacturing, and other regulated entities. 
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ENDC has selected a unique technology on which to build this system. The supplier of computer 
and Internet technology is Tenfold, Corp., a publically traded software company headquartered in 
Draper, Utah, and with business offices across the U.S. Tenfold uses a universal data base 
approach to write mission critical applications on a fixed time and cost basis. The Tenfold team 
has an impressive record of success in designing applications for other energy companies. 
Beyond the need for very effective software technology, ENDC recognizes the need to build a 
user friendly and industry friendly system that will satisfy the needs of even the least 
computer/Internet savvy producer-user. The program needed to be designed to fit the industry, 
rather than requiring the industry to adapt to the software. 



For over 20 years, J. Roger Kelley has managed the environmental and regulatory affairs for 
various oil and gas exploration and production companies. In his quest for a useful regulatory 
data management and reporting system, he discovered that many single issue programs were 
available on the market, but none of them offered the flexibility and utility that he required to 
manage the information in the environmental management systems that he administered for his 
clients. Each of the available systems required maintenance of a separate data base of 
information for input into the operating systems. It was his knowledge and understanding of this 
problem that led Mr. Kelley to the idea for ENDC as a (regulatory, database compji^ 
understands the needs of the industry and has designed the technology of ENDC to fit those very 
needs. 



Comment [C0MMENT1]: Energy_N 
et.com 
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The Product 

ENDC is a PC based, Internet accessible system designed to assist energy companies in 
managing their environmental, safety and regulatory compliance needs. The system will enable 
producers to assess die compliance requirements for dieir particular operations, and once diese 
requirements are determined, it will provide die tools necessary to perform die appropriate 
regulatory compliance tasks. Specifically die system will assist producers in determining wluch 
regulations apply for dieir specific operation, guide diem dirough die details of die applicable 
regulations, and finally provide diem widi information and tools necessary to comply. The 
information and tools will consisL of explanations of die regulations, die actual text of die 
regulations widi annotations explaining dieir significant requirements, information regarding 
forms, fees and penalties, agency specific contacts, and prompt driven compliance procedures. 
The system will ultimately perform die calculations required to complete die regulatory filings and 
dien populate die agency reporting forms widi diese results. 

For example, an operator desiring to determine die air compliance requirements for a production 
compressor station would initially log on to die system to find out his regulatory requirements. He 
would access die air initialization module and die re enter die facility and equipment specific 
information, i.e. location, equipment type and specifications (size, horsepower rating, etc.). The 
system would dien respond by providing die user widi a list of die applicable regulations for 
compressor stations for diat particular location and lead die user dirough a series of questions diat 
will ultimately reveal die regulatory requirements for die facility. From here die operator could 
access more information and tools, including an interactive procedure for complying widi diese 
regulations. The full text of die regulations widi annotations and explanations would also be 
available to diem. Finally, die user will be asked to enter die necessary data, i.e. equipment specs, 
facility and site specific data, personnel data, etc. The system in response, would calculate die air 
emissions associated widi diis facility and complete die necessary forms and applications for 
compliance widi state and/or federal regulations. These calculations and forms will dien be made 
available in report format to die user for dieir review and approval. The same routine would 
follow for die otiier regulatory statutes diat apply. 

In summary, ENDC will be a combination of a full-featured, commerce-enabled, interactive 
website along widi offline data-entry companion software. Once ENDC has been developed for the 
Oil and Gas Exploration and Production industry, the same data base system and even the same 
regulatory and calculation functions can be modified to serve other industries, i.e. coal, electric 
utilities, the chemical manufacturing industry, the refining industry, and many other businesses 
that are regulated and that require similar compliance activities, reports, etc. 
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Program Architecture 

ENDC will be designed to provide regulatory compliance support through the previously 
described interactive process. The user will follow a decision tree analysis type procedure that 
will walk them through a specific compliance function. The key to ENDC=S utility to the 
industry is the maintenance and accessability of a data base of facility, equipment, personnel, 
production and other company specific information at the user=s home site. Functional modules 
will be accessed through the Internet based program, for which the user will pay a usage based 
fee. In order to make the best use of company production information, ENDC will establish or 
create links with products that provide oil and gas well accounting services, e.g. Excaliber 
(Prodigy) and Rough Neck, thereby making full use of the existing information in the company 
data base . These links will enable the sharing of existing company information, thereby 
reducing the data entry duty. The successful use of these links will be a significant part of the 
program=s function. Data entry methodology will be discussed at the end of this section. 

In addition to the generation of compliance data and reports, the regulatory compliance portion of 
the program will include contact information for the various state and federal agencies in the 
form of names, addresses and telephone numbers for these contacts. This function will also 
include access to the required reporting forms for spills, releases, upset conditions, accidents, etc. 
Any other compliance reporting forms required by the state and federal agencies will also be 
provided, i.e. mechanical integrity reports, discharge monitoring reports for NPDES compliance, 
sundry notices for BLM/MMS reports, production reports, SARA Title III inventory and release 
reporting forms, etc. These forms will be populated from either the company information data 
base or from calculations performed using this information. 

Also in this portion of the program, ENDC will enable the user to access and use industry 
accepted and government approved calculation routines. One such routine is the Tanks (Chief) 
program developed by the EPA to calculate air emissions from chemical and hydrocarbon storage 
tanks. These calculations are accepted by the federal agencies and sanctioned (and in some cases 
even required) by various state agencies. Another similar calculation routine is the Glycalc 
program developed by the Gas Research Institute (GRI). This program calculates hydrocarbon 
and hazardous air pollutant air emissions from glycol dehydration units that are used to remove 
excess water from produced natural gas prior to its sale. Each of these programs are currently 
being distributed on a cost basis. Through negotiations currently underway, each program may be 
accessed through a multi-user license for incorporation into the ENDC system. 

The regulatory compliance program will be designed extremely user friendly, such that even the 
smallest oil and gas companies (or any other user) will find it easy to work through to obtain their 
desired goals. In addition to the calculation routines, ENDC will provide Astrawman^ examples 
for other routine regulatory documents, e.g. Spill Prevention Control and Countermeasure Plans 
(SPCC), Oil Spill and Emergency Response Plans for environmentally sensitive areas, 
applications for permits to drill or explore on Federal leases, SARA Title III Compliance reports, 
etc. These documents will be designed to include the basic requirements for compliance with 
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these type regulations, without the inclusion of any extra provisions that might cause the user to 
incur any unnecessary liability. ENDC will retain the appropriate legal counsel to manage this 
risk for this part of the product. 

Companion to the regulatory compliance portion of ENDC is a digital library that will provide 
Afmgertip= access to regulatory law, agency regulations based on these laws, guidance 
documents from agencies and trade associations, as well as online access to other information 
services. The digital library portion of the program will provide access to information generated 
by ENDC as well as other commercially available products. ENDC will provide links to the web 
sites of the state and federal agencies. These links will be intelligent links designed to direct the 
user to the information pertinent to their particular question. Many of the agency web sites are 
complicated for the novice user and sometimes even for the veteran user. ENDC will have a 
team that will be dedicated to searching these sites and providing these links using an industry 
friendly search methodology. In addition, this team will remain current on all regulatory as well 
as policy developments within these agencies and maintain the program library to reflect those 
changes. 

Other information sources that will be provided include many that are currently commercially 
available through other services. As the premier and only product that provides the Aone-stop 
shoppings service, these providers will be willing to allow ENDC to maintain and sell these 
services on a royalty basis. This same arrangement is available for guidance documents provided 
by agencies and industry trade associations. For example, documents published by the 
American Petroleum Institute (API) such as recommended practices, standards, etc., may be sold 
by ENDC with a royalty provided to the API for each sale. Publications by the International 
Standards Organization (ISO) will also be provided. Currently, API and other international 
standards are being converted into ISO type standards and made available to the international 
regulatory community. 

ENDC plans to be able to provide, wherever appropriate and economical, copies of international 
standards and regulations in foreign and English translations. Of course these products will be 
developed only to meet specific market needs. The regulations, standards, etc. will be provided 
to the users in an Adobe7 type, read-only format. 

Another function that will be possible with ENDC is electronic submission of all regulatory 
reports wherever such reporting is allowed. One of the long range plans for ENDC is to obtain 
DOE grant monies to assist the states in building these Ae-commerce= type links. 

Data Entry Technology 

ENDC is forming a relationship with a company that supplies data transmission through Low 
Earth Orbit Satellites (LEO=s). The name of this company is LeoOne. Data transmission to a 
LEO can occur from any spot in the world. ENDC proposes to use hand-held, write-ready 
computers that can be used by oil and gas company lease operators or gaugers to record and input 
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production data. This data input will transferred directly, after review by an immediate 
supervisor or other company designee, into ENDC=s data base for that company. These hand 
held computers will enable the lease operator to make changes in equipment and other facility 
information if necessary, as well as to provide comments pertinent to the operation of the 
individual wells and production facilities. Companies that use the ENDC computer will discover 
tremendous cost savings in the handling of this information. The daily gauge reports will be 
printed based upon the information that the lease operator inputs. These computers will have the 
capacity to calculate oil and gas production given the actual tank gauges, differential pressure 
readings, etc. Quality control checks can be employed at whatever level the user desires. The 
data input, hand-held computers will allow the user to receive production data from any spot on 
the globe. The same data that is entered using these computers will be routed into the data base 
that accesses the ENDC compliance routines, thereby completing the loop on company data 
management. 
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The Market 

The initial target market for ENDC is the upstream energy market. According to IPAA statistics, 
there are approximately 8,000 oil and gas companies of varying sizes in die U.S. who represent 
potential users of ENDC. Of these 8,000 producers, over 7,400 are considered medium to small 
independents who typically out-source the functions which ENDC provides. The remainder of 
this number consists of large independent producers and major oil companies. Widiin diis 
market, die potential user-operators range from die smaller independent operators diat are not 
currendy complying \vidi all of die regulator)' requirements out of fear, i.e fear of die unknown 
costs and potential consequences of compliance; to die very sophisticated operators diat are in 
need of a tool to mange die enormous volume of regulatory data and reports diat are required. 
These 8,000 producers operate approximately 884,000 oil and gas wells, for which each well 
there are specific regulatory reporting requirements. 

The environmental, safety and regulatory needs of dus market are twofold. First, diere is a clear 
need for a reduction in regulatory compliance costs. Under die increasingly unstable oil and gas 
market, producers are constandy looking for ways to reduce overall production costs, of which 
regulatory compliance is a growing concern. ENDC presents a more efficient and cost effective 
way to manage diese compliance issues. Based on our experience, a small to mid-sized 
independent producer spends a minimum of approximately $60,000 to $100,000.00 per year on 
outside environmental consultants to manage environmental alfairs alone. In comparison, ENDC 
will allow diis same company to manage diese issues Ain-house= for approximately $20,00.00 (a 
67% reduction in annual costs ). A larger company would have even greater cost savings due to 
economies of scale. 

In addition to die cost reductions, diere exists a need in die industry to increase die level of 
environmental, safety and regulatory compliance among its member companies. Increased 
compliance enhances die industry=s position widi die public, regulatory, and legislative sectors. 
The public relations issue is becoming most critical under die current market and political 
environments. 

ENDC will streamline compliance efforts by providing a quick and easy way for producers to 
determine dieir regulator)' obligations widiout having an intimate and in-depth understanding of 
diese regulations and how diey apply. ENDC provides an automated system diat, combined widi 
die company=s existing well accounting systems, will allow die user-operator to generate reports 
and filings, as well as perform die necessary engineering calculations. It will, by design as an 
educational tool, serve to increase die users awareness of die issues. 
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Briefly, benefits of the system include: 



3 



Increased environmental, health and safety awareness tlirough tecluiology 



3 



Increased co-operation with the agencies and compliance with the regulations, 
thereby reducing risk exposure 



3 



Reduction in overall compliance cost (time & money) 



3 



Improved public perception through pro-active environmental, safely, and 
regulatory eiforts. 



EN DC may also provide statistical information to die Department of Energy and other interested 
agencies, regarding die overall usage of the program. These statistics could be used to evaluate die 
utility of the various regulatory modules and measure die overall effectiveness of die program as a 
regulatory compliance tool. No individual company information will be provided to die agencies in 
diese statistics. Tliis information will not and can not be used as part of an enforcement effort on 
an individual company or die industry as a whole! 

The Competetion 

Several PC based programs have been introduced into the market that will perform a single 
regulatory compliance function or even a group of functions. However, none of these programs 
use a common database for maintaining regulatory information; and none are currently offered on 
the Internet with the Aone stop shop= feature offered by ENDC . Some of these products do 
maintain information pertinent to their target regulatory issues, but do not make that same data 
available for use by other systems. ENDC will be offered on the Internet and will have an 
interactive, time-based database function that will have the capability to retrieve all of the 
required input data from a general information database. 
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Our Position in the Market 



ENDC enters the market as a sole source provider of Internet based regulatory consulting 
services. The Internet has evolved to a point where the general public is comfortable with 
finding information and making purchases over the web. By offering this service on the Internet, 
ENDC exploits the Ae-commerce= business to business sales model which offers a product for 
sale to businesses on the Internet, while at the same time offering other value added 
enhancements as a lure to bring the user to the site. An Internet provider achieves success by 
providing a wide selection of services at good prices along with an effortless experience. This 
success will be realized by delivering about the same level of service through the Internet that 
users can currently get from a consultant (in person), but at a reduced cost and with other 
enhancements. ENDC can provide valuable services inexpensively and at a more comfortable 
level. Many of the smaller to medium size companies have a fear of the potential (unknown) 
costs and liabilities involved in getting an outside consultant involved in their regulatory affairs. 
ENDC provides a very controllable method, from the standpoint of both cost and liability, of 
researching and evaluating regulatory needs. 

ENDC will serve as an industry magnet site by providing links to other products, services, 
government agencies, etc. Partnerships and alliances will be created with other non-competitive 
providers of information and services to establish the critical mass needed to become an industry 
magnet. ENDC will use a dedicated search engine, tied in with other search engines of other web 
sites through smart-links, to help the user to find the information and services that they are in 
need of. In order to provide users with value added information and assistance, ENDC will 
provide answers to frequently asked questions for each module or category. ENDC will use all 
of these information resources to attract clients and to generate new sources of revenue, such as 
advertising or sales of complementary products/services. The anticipated result of providing 
value added information on the ENDC web site will be to consolidate parts of the value chain. In 
this way, ENDC will create significant value for clients by reducing the number of entities they 
have to deal with in the value chain, thereby making the entire site more attractive to advertiserss 
and user friendly to clients. 
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How KNPC Will Capture Market Sharp 

ENDC plans to capture at least 25% of the market over a five year period (5% per year for five 
years). ENDC revenues will be based mainly on client usage, which is in turn driven by well 
count. ENDC will be provided to the operator or client/user via die Internet using a PC server 
based database system. The market for ENDC is very diverse. The major oil and gas companies 
will either desire a version of the program on site at the location of their corporate information 
services, or will they will require dedicated servers on the Internet to provide them with their 
desired level of security. The medium to small independent oil and gas companies, as well as the 
other service type users will use the program on-line. The client/user, depending upon his size, 
i.e. well-count, volumetric production, etc., may choose die product that best fits his needs from 
die following three product scenarios. 

1) The client/user may elect to purchase an individual data base system customized 
for their company to insure the security of their data. These systems may involve 
local site based dedicated system or a dedicated ENDC based server. These 
dedicated systems will be sold for a minimum price of $2,000,000.00 plus an 
annual maintenance fee equal to 10% of the base price. Customization of these 
systems would be billed on a cost plus basis. . 

2) The client/user may pay an initial site license fee ($2,500.00) plus a price per 
Ahit=($50.00) for each time the user logs on to the site to perform a fee function. 
It is estimated that the majority of the clients will choose this scenario due to the 
perception of a lower monthly cost. 

3) The last scenario would be that the client may hire ENDC to input data and 
manage their company=s regulatory compliance program. Under this 
arrangement, ENDC would serve as an environmental consultant. This scenario 
would represent a somewhat different income stream for the company. 

Oilier sources of revenues considered but not included in die financial analysis include 
income from advertising on die website along widi die sales of documents and regulator)' 
materials on die info base. The list of oil and gas company service providers is vast and die 
exposure offered by ENDC will be sufficient to command a premium price for advertising 
on die site. 

The main avenue of contact to the oil and gas industry will be through the oil and gas 
industry trade associations, both at the state and the national level. These contacts will be 
accomplished through presentations at the regularly scheduled trade association meetings 
as well as at jointly sponsored trade association seminars. The Petroleum Technology 
Transfer Council (PTTC) which operates under funding from the U.S. Department of 
Energy (DOE) and the functional support of the Independent Petroleum Association of 
America (IPAA), is aware of this product and is prepared to support it with jointly 
sponsored technical seminars across the country as it has heretofore conducted with other 
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petroleum technologies. The mission of the PTTC is to disseminate innovative 
technology to the petroleum industry for the purpose of the advancement of the energy 
industry in the United States. ENDC will, by design, encourage and enhance compliance 
with all of the regulations that apply to the exploration and production of oil and gas and 
will therefore entice the PTC to support the product. 

Other state and national oil and gas trade associations will provide similar support 
through endorsement and promotion. The Texas Independent Producers and Royalty 
Owners Association (TIPRO) has expressed an interest in the product and has in the past 
sponsored seminars with Kelley Engineering as a means of providing information to their 
members and to help build membership. Other potential sponsoring organizations 
include the Gas Research Institute (GRJ) and the Interstate Oil and Gas Compact 
Commission (IOGCC) . ENDC will use and endorse products that these entities have 
sponsored and developed, e.g. engineering calculation applications and information 
databases. 

Government access to the system will be provided on a special use type license. No 
group licenses will be allowed, unless the group pays a license fee plus deposit, against 
which ENDC will charge each individual Ahit^ to the site. 
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Technology 

ENDC will be operated using a common data base of information which will be accessed by each 
regulatory reporting module. Kelley Engineering has the models for all of these modules. Most 
critical to the success of ENDC is the data entry function. This function must be tailored to the 
industry so that the units of the data match those that are retrieved from the field operations 
where they are generated. 

The software technology that will be used to develop ENDC is a universal application with 
Acomponent ware= power functions developed by Tenfold Corporation. This application has 
been designed such that most of the application has been pre-built with the complex problems 
encountered in ENDC already solved. The Tenfold application allows the product developers to 
focused on describing data and desired functionality, rather than writing code. In this way, 
Tenfold is able to provide products on a fixed cost and time basis which is not typical of the 
software industry. 
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Key Players 



The Staff 

The secret to the success of ENDC will be its utility to the client/user. To insure this utility, 
ENDC will seek to hire professionals that are familiar with all phases of the operations of this 
industry. ENDC professionals should have a general understanding of and experience in some 
aspect of the oil and gas exploration, production, refining and marketing and the energy business 
as a whole, and preferably hands on experience with some phase of operations. They should, of 
course have expertise in their particular area of focus, i.e. marketing, regulatory, information 
systems, management, etc. 

Currently, ENDC proposes the following staff assignments: 

CEO - J. Roger Kelley 

CFO / Executive V,P. - Merrill Littlewood 

V.P. Marketing - Phil Rudd 



W. Marvin Watson - Megahealth 
Loren Carroll - Smith Industries, Inc. 
Michael Cantrell (tentative) 

Jim Jones - Former President: American Stock Exchange / Former Ambassador to Mexico / 
Attorney 



The Board 




— — - Energy Net.com Business Plan 

Time Line 

ENDC will require two stages of financing, 1) The startup phase in which the company will be 
set up and 2) The development phase in which the system will be designed, developed and 
brought to the market. ENDC is currently seeking a partner to provide seed capitol for the 
startup phase of the venture. For the development phase, ENDC will seek private funding. 

Startup Phase 

This phase is expected to last approximately six (6) months, during which ENDC will be seeking 
government (or private) funding. The funds required for this phase will be approximately 
$250,000.00 and will be used as follows: 



Expense Item 


Monthly Expense 


Six Month Totals 


Patent and Legal Expense 


$ 


75,000.00 


$ 


450,000.00 


Salaries w/ taxes and benefits 


$ 


53,335.00 


$ 


320,100.00 


Rent 


$ 


5,000.00 


$ 


30,000.00 


GL Insurance 


$ 


6,000.00 


$ 


36,000.00 


Computer Rentals 


S 


3,500.00 


$ 


21,000.00 


General Office Expenses 


$ 


1,000.00 


$ 


60,600.00 


Telephone 


$ 


1,500.00 


$ 


9,000.00 


Travel 


$ 


20,000.00 


$ 


120,000.00 


Auto 


$ 


700.00 


$ 


4,200.00 


General legal and consulting 


$ 


25,000.00 


$ 


150,000.00 


Totals 


$ 


191,035.00 


$ 


1,200,900.00 
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The tasks that will need to be accomplished during this period are: 

1 ) Negotiate with Tenfold to design and develop program. 

2) Begin marketing effort with trade associations and state agencies to build credibility and 
to prepare the market. 

3) Set up agreements with outside providers and service functions. 

4) Develop prototype to be used on pc=s during marketing and financing phase. 
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Development Phase 

This phase should take approximately six months before income is generated. Tasks to be 
accomplished during this phase include: 



1) 


Development of Executive Overview Document (feasibility study) with Tenfold Corp. 


2) 


Development of criteria manual with Tenfold. 


3) 


Development of final product with Tenfold. 


4) 


Presentation of prototype to trade associations, agencies, etc. 


5) 


Finalization of agreements between ENDC and outside providers. 


6) 


Beginning of marketing effort with industry. 


7) 


Staffing of ENDC for support groups. 


8) 


Data entry of state and federal agency regulatory data for initial target market states. 


Finances 



The five-year financial forecast is included at the end of this document and has been developed 
using the following assumptions and criteria. 

Revenue Projections 

1 . Revenues for ENDC are generated through two business functions: 
Computer program revenues 

Consulting revenues 

2. Computer Program Revenues are generated through the following markets: 

1) Site licensing for the Internet data-base: Site licenses will be sold for each client 
location that will be accessing and using the ENDC site. The smaller independent 
operators will be single site users, whereas the larger operators would most likely 
require multiple sites. 
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ENDC has predicted the probable number of data base licenses that can be sold in 
each state in a given month based upon available market combined with the ability 
to present and market the product. These predictions are also only based upon oil 
and gas company sales and does not include service companies, rental companies, 
consultants, etc. ENDC expects to capture approximately 25% of the market 
share of approximately 8000 producers as a with at least one license sold per 
producer. A single site license fee has been set at $2,500.00 with each additional 
fee becoming a multiple of that cost. 

2) Usage (Hits) on the ENDC web site: Beyond the site licensing fee, revenues will 
be generated by usage or Ahits= on the web site. Usage will be driven primarily 
by well count. The number of wells that a user operates determines, or greatly 
influences, the number of regulatory functions that will be required. According to 
the U.S. Petroleum Statistics for 1998, published in April of 1999 by the 
Independent Petroleum Association of America in cooperation with the American 
Petroleum Institute, the domestic production of oil and gas is approximately 9.40 
million barrels of oil equivalent per day (BOEPD) from 882,487 producing wells. 
The average per well production would therefore be approximately 1 10 BOEPD. 

ENDC has chosen as a criteria for projecting revenues on sales, a market 
penetration rate based on per well usage of the system. For each well, federal and 
state regulations have dictated that certain reports and filings be completed and 
submitted to their respective agencies. ENDC has enumerated these reports and 
filings and has developed a per month usage factor based on these requirements. 
In some cases reports can be generated for several wells at once (per one hit) and 
this fact has been taken into consideration in the development of this factor. Only 
the major and most common regulatory reporting requirements were considered, 
although additional Alocation specifics requirements will tend to increase the 
usage in selected cases (e.g. location in State and Federal Parks, Federal leases, 
wetlands, etc.). Following are the reporting criteria considered along with the 
usage factor assigned: 



Requirement 


Reporting Frequency 


Monthly Usage Factor / Well 
i 


SPCC Plans 


Every 36 months 


0.0278 


SARA Title III 


Annually 


0.0833 


Air Issues 


Annually 


0.0833 


NPDES Water Discharge 


Quarterly for 1% of wells 


0.0050 
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Requirement 


Reporting Frequency 


Monthly Usage Factor / Well 
1 


Underground Injection 
Control 


Annual + every five years for 
50% of wells 


0.0500 


Production Reporting 


Monthly and Annually 


.0833 


Waste issues 


Every 60 months 


0.0278 


Cumulative Usage Factor 


0.3605 



1. This factor was determined based on report frequency for each well, e.g. monthly, quarterly, 
annually, etc. 

This usage factor would be applied in the following manner to determine the 
monthly cost per site: 



Larger companies will take advantage of economies of scale and will accomplish 
more well work per hit than the smaller companies. However, of the 8,000 
producers in the U.S. - 7,400 own or operate an average of 1 00 wells ! ' 2 . An 
average of 36 hits per month across the industry is a very conservative estimate, as 
there are many more usages for the system that cannot be tied directly to the wells 
through routine regulatory requirements. These other usages may be either issue 
driven, e.g. plaintiff lawsuits, landowner damage cases etc., or related to another 
aspect of the company program, e.g. training of employees, special project issues, 
etc. 



The cumulative usage factor has been applied to the U.S. domestic well 
population at an approximately 5% annual penetration rate over a five year period. 
Each hit will be billed for a three hour time slot at the established cost per hit, 

Monthly Usage Factor x ^ vera £ e Wells ^ Q um n cense Sales x ^ rice = Monthly Revenues 

User Hit 



after which the user will be required to log on for a new charge. 



3) PC based sales include clients who desire a an exclusive ENDC system may 
purchase a site secured version of the program for $2,000.00.00. ENDC may 
provide these secured systems either through dedicated servers at the ENDC 
server bank or with on site servers that are supported by ENDC. These sales will 
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be followed by an annual maintenance fee equal to 10% of the sales price or the 
price of the updated versions ($200,000.00 or more). These systems will require a 
certain degree of customization, which the client will be expected to pay for over 
and beyond the original sales price. 



4) Revenues for the consulting function will be generated by ENDC program sales. 
In addition to the current business, ENDC will generate follow-on work through 
Internet sales. These revenues are generated on an hourly billing basis. Excess 
revenues will be generated through product billing. Hourly billings have been 
calculated on a 40 hour per week billable rate at the rate of 4.34 weeks per month. 
Any product billing or higher billable (e.g. expert witness, property acquisition, 
etc.) work that is generated will tend to skew these projections to the positive due 
to the higher billable rates involved ($150.00 to $300.00 per hour). 

For a project engineer on normal project work, the rate would be calculated as 
follows: 



Hours worked 



x No.oJT otalProffesionals x 



Rate 4. 34 Weeks Revenue $ 
x = 

Hour Month Month 



Prqffesional - Month 
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Expense Projections 

General Projections 

3. An inflation index of 10% has been applied to all expense items, including salary 
expenses. 

4. A tax and benefits factor of 30% has been applied to all salary expenses. 
Cost of Sales 

5. Advertising / Marketing - Advertising with trade associations and in trade journals. A 
rate of $25,000.00 per month has been used to cover advertisements in publications and 
to sponsor functions at annual and semi-annual trade association meetings. The 1 0 
largest oil and gas trade associations will require approximately $5,000.00 per meeting to 
sponsor and advertise through exhibits. At least four of these associations have two 
meetings per year at which ENDC will be a sponsor as well as an exhibitor. This 
$60,000.00 from the total annual budget of $300,000.00 leaves approximately $20,000.00 
per month for advertising in 15V trade periodicals, journals, newsletters, etc. Examples 
of these publications include: 

3 Oil and Gas Investor - $2,500.00/mo 

3 TIPRO Target - $600.00/mo 

3 Oil and Gas Journal - $2,500.00/mo 

3 Oil and Gas World - $ 1 ,000.00/mo 

3 Hart Directories - $5,000.00/year 

3 World Oil -$l,000.00/mo 

3 Other state trade association newsletters and journals- $7,400.00 

6. Travel / Entertainment - Travel for the officers to promote business and associations. The 
$20,000.00 per month will be used to for travel and expenses for the main promoters of 
ENDC (e.g. principles, officers, etc.) to travel to trade association meetings as well as 
major client and trade contacts to promote relationships within the industry (business to 
business contacts as well as business to client contacts). 

7. Training / Marketing - ENDC seminars for training and marketing, includes travel and 
materials for teams to conduct promotional seminars as well as follow-up training 
seminars for users. These seminars will be held primarily for a multi-user audience. 
Initially, ENDC will send out two teams of each to conduct seminars and increase the 
staff to eight teams in the second year to accommodate growth. Each team will be able to 
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cover approximately 20-30 client contacts per week such that by the 13* month ENDC 
will have the potential to reach 240 clients per week. 
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General and Administrative Expenses 

8. Salary Expense - Includes software related salaries from worksheets E and F for 
operations and marketing and consulting salaries from worksheet D. Use a 30% tax and 
benefit multiplier and a 10% inflation factor. 

9. Server and computer equipment will be leased to allow for management of upgrades of 
hardware as well as software. The monthly budget of $3,500.00 will support the rental 
of approximately 25-30 work stations and a server for the office network, plus printers, 
etc. Using the business lease program for the office computer equipment allows ENDC 
to take advantage of regular hardware (and software) upgrades as well as tax deductions 
from the expenses incurred. 

10. Web server space may be leased or purchased. ENDC will have a Tl connection at all 
locations. The monthly expense of $20,000.00 will provide for either leasing of web 
server space from a provider or the purchase and maintenance of server equipment at 
ENDC=s facilities. 

1 1 . General Counsel retainer and outside legal expenses may be converted to in-house 
general counsel with more limited usage of outside counsel. 

12. Board Members stipend and insurance has been included for the six board members that 
have been chosen for the ENDC board. 



13. Depreciation and Amortization Expense 



Oil and Gas Development in the United States in the Early 1990's: An Expanded Role for 

Independent Producers , October 1995, Energy Information Administration, Office of 
Energy Markets and End Use, U.S. Department of Energy, Washington. 

IPAA personal contact with Scott Espenshade, Washington, D.C. 

Listing of the four hundred largest oil and gas companies according to oil production. 
Information supplied by Save Domestic Crude, Inc. directly. 
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Staffing 

1st Month 2nd Month 3rd Month 



CEO 


15,000.00 


15,000.00 


COO 


12,500.00 


12,500.00 


CFO 


12,500.00 


12,500.00 


Controller 


10,000.00 


10,000.00 


CIO 


10,000.00 


10,000.00 


V.P. Marketing 


10,000.00 


10,000.00 


Program Specialist 


5,000.00 


5,000.00 


Program Specialist 


5,000.00 


5,000.00 


Program Specialist 


5,000.00 


5,000.00 


Program Specialist 


5,000.00 


5,000.00 


Program Specialist 


5,000.00 


5,000.00 


Environmental Director 


6,250.00 


6,250.00 


Environmental Specialists 


10,000.00 


10,000.00 


Environmental Specialists 


10,000.00 


10,000.00 


Environmental Specialists 


10,000.00 


10,000.00 


Environmental Specialists 


10,000.00 


10,000.00 


Environmental Specialists 


10,000.00 


10,000.00 


Safety Director 


6,250.00 


6,250.00 


Safety Specialists 


5,000.00 


5,000.00 


Safety Specialists 


5,000.00 


5,000.00 


Safety Specialists 


5,000.00 


5,000.00 


Safety Specialists 


5,000.00 


5,000.00 


Regulatory Director 


6,250.00 


6,250.00 


Reaulatorv Specialists 


5,000.00 


5,000.00 


Rpm ilsatnrv 5>npriflli^te 


5,000.00 


5,000.00 


Regulatory Specialists 


5,000.00 


5,000.00 


Marketing Staff 


5,000.00 


5,000.00 


Marketing Staff 


5,000.00 


5,000.00 


Marketing Staff 


5,000.00 


5,000.00 


Marketing Staff 


5,000.00 


5,000.00 


Marketing Staff 


5,000.00 


5,000.00 


Administrative Staff 




0.00 


Secretary / Receptionist 


2,085.00 


2,085.00 


Clerk 


3,750.00 


3,750.00 






0.00 






0.00 



0.00 
0.00 

Total Salary Expense 229,585.00 229,585.00 



13th Month 14th Month15th Month 



CEO 15,000.00 

COO 12,500.00 

CFO 12,500.00 

Controller 10,000.00 

CIO 10,000.00 

VP. Marketing 10,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Environmental Director 6,250.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Safety Director 6,250.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Regulatory Director 6,250.00 

Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 



Administrative Staff 

Secretary / Receptionist 2,085.00 
Clerk 3,750.00 



Total Salary Expense 229,585.00 



25th Month 26th Month27th Month 



CEO 15,000.00 

COO 12,500.00 

CFO 12,500.00 

Controller 10,000.00 

CIO 10,000.00 

VP. Marketing 10,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Environmental Director 6,250.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Safety Director 6,250.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Regulatory Director 6,250.00 

Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 



Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 
Administrative Staff 

Secretary / Receptionist 2,085.00 

Clerk 3,750.00 



Total Salary Expense 229,585.00 



37th Month 38th Month39th Month 



CEO 15,000.00 

COO 12,500.00 

CFO 12,500.00 

Controller 10,000.00 

CIO 10,000.00 

V.P. Marketing 10,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Program Specialist 5,000.00 

Environmental Director 6,250.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Environmental Specialists 10,000.00 

Safety Director 6,250.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Regulatory Director 6,250.00 

Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 



Regulatory Specialists 5,000.00 
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Administrative Staff 
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Clerk 3,750.00 
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Environmental Specialists 10,000.00 
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Environmental Specialists 10,000.00 

Safety Director 6,250.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Safety Specialists 5,000.00 

Regulatory Director 6,250.00 



Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 

Regulatory Specialists 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 

Marketing Staff 5,000.00 
Administrative Staff 

Secretary / Receptionist 2,085.00 

Clerk 3,750.00 



Total Salary Expense 



229,585.00 
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Introduction of Assumptions 

According to the U.S. Petroleum Statistics for 1998, published in April of 1999 by the 
Independent Petroleum Association of America in cooperation with the American Petroleum 
Institute, the domestic production of oil and gas is approximately 9.40 million barrels of oil 
equivalent per day (BOEPD) from 882,487 producing wells. The average per well production 
would therefore be approximately 1 10 BOEPD. According to the Independent Petroleum 
Association of America (IPAA) there are approximately 8000 oil and gas companies in the 
United States. However, of the 8,000 producers in the U.S. - 7,360 (92%) own or operate an 
average of 1 00 wells 1 2 . From this information ROMDC formulated a tiered approach to the 
industry based on size and the needs that arise due to these size differences. The driving force 
for each of these tiers is the distribution of oil and gas wells and facilities throughout the 
company. The smaller companies tend to have more "single well" leases such that each well 
would tend to have a separate facility associated with it. Facilities may contain storage vessels, 
treating vessels, internal combustion engines, direct fired heaters, water injection wells, waste 
discharge and disposal situations, etc., all conditions which tend to present a need for regulatory 
compliance sin all areas. 

Using this tiered approach added to its vast experience in this industry, ROMDC has used actual 
company data to determine "pre-" and "post-" adoption expense figures for regulatory 
compliance. These terms indicate before and after adoption of the on-line regulatory 
management system within their organizations respectively. 

Tier I Companies 

This Tier includes a market of approximately 736,000 wells operated by the 
aforementioned 7,360 of the 8,000 companies that operate an average of 100 wells per 
company. The distribution in this Tier accounts for 92% of the total market and will be 
the major target of this product. ROMDC has significant experience with this size 
company and understands the distribution of their monthly compliance costs. 

Tier II Companies 

This Tier includes an additional 91 ,500 wells operated by approximately 5% of the 
remaining oil and gas companies. ROMDC has direct experience with a company in this 
Tier also and has actual expense figures that enables the prediction of the pre- and post- 
adoption expenses. The personnel data in this tier and the associated personnel costs 
represent actual job assignments and salary expenses for various existing clients. 

Tier III Companies 

The information in this market Tier has been extrapolated from the other two Tiers taking 
advantage of economies of scale while also applying working knowledge of staff 



functions and the associated employee expenses in this size organization. This Tier 
accounts for approximately 55,000 of the total market of wells operated by 3% of the oil 
and gas companies. 

Revenue Projections 

1 ) Revenues are generated through the following markets: 

a) Site licensing for the Internet data-base: Site licenses will be sold for each 
client location that will be accessing and using the ROMDC site. The smaller 
independent operators will be single site users, whereas the larger operators may 
require multiple sites. Site licenses will be valued according to the tier in which 
they are sold. 

• Tier I site licenses will be sold at the rate of $2,500.00 per site, 

• Tier II site licenses will be sold at the rate of $20,000.00 per site, and 

• Tier III site licenses will be sold at the rate of $30,000 per site. 

ROMDC has predicted the probable number of data base licenses that can be sold 
in each state in a given month based upon well penetration in the market. These 
predictions are also only based upon oil and gas company sales and do not include 
service companies, rental companies, consultants, etc. ROMDC expects to 
capture approximately 25% of the market share of approximately 882,347 
producing wells at a penetration rate of five (5) % per year. 

b) Per well charge: The on-line regulatory service will be sold to the operator 
on a price per well basis. For example, a 100 well company may pay $30.00± per 
well per month for unlimited compliance usage of the system. Regulatory 
research (into the online data base) will be billed additionally on an hourly basis. 

1- Oil and Gas Development in the United States in the Early 1990's: An Expanded Role for Independent 

Producers , October 1995, Energy information Administration, Office of Energy Markets and End Use, U.S. 
Department of Energy, Washington. 

2. IPAA: Personal contact with Scott Espenshade, IPAA / Washington, D.C. 

3. Listing of the four hundred largest oil and gas companies according to oil production. Information supplied 
by Save Domestic Crude, Inc. directly. 
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Executive Summary 

Regulatory Online Management.com (ROMDC) was born out of a recognized need in the 
marketplace. ROMDC is a PC based, Internet accessible information management system 
designed to assist energy companies in managing their environmental, safety and regulatory 
compliance issues. As an Internet accessible system, ROMDC enters the market with many 
advantages. First it offers an automated system for regulatory compliance that represents a 
substantial savings to the user. Second, it provides this system on the fast developing Internet 
with smart-links to the major information centers for the industry (trade association and agency 
web sites, information services, etc.), to provide easy access to information. ROMDC is an on- 
line consultant that will assist the user in determining their regulatory needs, providing the tools 
necessary to fulfill those needs and then completing and, where possible, electronically 
submitting compliance reports to the necessary regulatory agency. ROMDC will be designed 
such that it will be compatible with the major production accounting and information 
management programs. ROMDC will perform its regulatory function by sharing data with the 
user's production accounting database system, while maintaining a companion database of 
regulatory information. The ROMDC system will enable users to assess the compliance 
requirements for their operations, and once these requirements are determined, it will provide the 
tools necessary to establish regulatory compliance. The components of the ROMDC system 
include a database information management and regulatory compliance tool, coupled with a 
digital library that will provide the user with a full complement of regulatory information 
services. In essence, ROMDC will be a "one-stop-shop" for assessing regulatory needs, 
researching the ways and means to fulfill those needs and ultimately completing and filing the 
required compliance reports. 

The market for ROMDC is vast. Of the 8,000 producers of oil and gas in the U.S.A., over 7,400 
are considered medium to small independents who typically out-source the functions that 
ROMDC provides. These 8,000 producers operate approximately 884,000 oil and gas wells, 
each of which has specific and definite regulatory reporting requirements. ROMDC will 
generate revenues based on usage which is determined by the number of wells that the user 
operates. ROMDC plans to capture 25% of the available market over the first five years of 
operation at an average annual penetration rate of 5%. The small to medium operators will be 
attracted to ROMDC for the cost savings as well as the ease of operation. The larger independent 
producers, as well as the major oil companies, will use ROMDC for its innovation in data 
management as well as the access to information, thereby providing a market niche in every 
sector of the industry. 

ROMDC will be marketed aggressively through industry trade association contacts and seminars 
as well as through carefully orchestrated company seminars offered in the energy centers across 



the U.S. Once the oil and gas energy market has been successfully penetrated, ROMDC will 
begin making inroads into the coal, utility, refining-manufacturing, and other regulated entities. 

ROMDC has selected a unique technology on which to build this system. The supplier of 
computer and Internet technology is Tenfold, Corp., a publically traded software company 
headquartered in Draper, Utah, and with business offices across the U.S. Tenfold uses a 
universal data base approach to write mission critical applications on a fixed time and cost basis. 
The Tenfold team has an impressive record of success in designing applications for other energy 
companies. Beyond the need for very effective software technology, ROMDC recognizes the 
need to build a user friendly and industry friendly system that will satisfy the needs of even the 
least computer/Internet savvy producer-user. The program needed to be designed to fit the 
industry, rather than requiring the industry to adapt to the software. 

For over 20 years, J. Roger Kelley has managed the environmental and regulatory affairs for 
various oil and gas exploration and production companies. In his quest for a useful regulatory 
data management and reporting system, he discovered that many single issue programs were 
available on the market, but none of them offered the flexibility and utility that he required to 
manage the information in the environmental management systems that he administered for his 
clients. Each of the available systems required maintenance of a separate data base of 
information for input into the operating systems. It was his knowledge and understanding of this 
|ptbblerri| that led Mr. Kelley to the idea for ROMDC as a regulatory, database compliance tool. 
He understands the needs of the industry and has designed the technology of ROMDC to fit 
those very needs. 



The Product 

ROMDC is a PC based, Internet accessible system designed to assist energy companies in 
managing their environmental, safety and regulatory compliance needs. The system will enable 
producers to assess the compliance requirements for their particular operations, and once these 
requirements are determined, it will provide the tools necessary to perform the appropriate 
regulatory compliance tasks. Specifically the system will assist producers in determining which 
regulations apply for their specific operation, guide them through the details of the applicable 
regulations, and finally provide them with information and tools necessary to comply. The 
information and tools will consist of explanations of the regulations, the actual text of the 
regulations with annotations explaining their significant requirements, information regarding 
forms, fees and penalties, agency specific contacts, and prompt driven compliance procedures. 
The system will ultimately perform the calculations required to complete the regulatory filings 
and then populate the agency reporting forms with these results. 

For example, an operator desiring to determine the air compliance requirements for a production 
compressor station would initially log on to the system to find out his regulatory requirements. 
He would access the air initialization module and there enter the facility and equipment specific 
information, i.e. location, equipment type and specifications (size, horsepower rating, etc.). The 
system would then respond by providing the user with a list of the applicable regulations for 
compressor stations for that particular location and lead the user through a series of questions 
that will ultimately reveal the regulatory requirements for the facility. From here the operator 
could access more information and tools, including an interactive procedure for complying with 
these regulations. The full text of the regulations with annotations and explanations would also 
be available to them. Finally, the user will be asked to enter the necessary data, i.e. equipment 
specs, facility and site specific data, personnel data, etc. The system in response, would calculate 
the air emissions associated with this facility and complete the necessary forms and applications 
for compliance with state and/or federal regulations. These calculations and forms will then be 
made available in report format to the user for their review and approval. The same routine 
would follow for the other regulatory statutes that apply. 

In summary, ROMDC will be a combination of a full-featured, commerce-enabled, interactive 
website along with offline data-entry companion software. Once ROMDC has been developed 
for the Oil and Gas Exploration and Production industry, the same data base system and even the 
same regulatory and calculation functions can be modified to serve other industries, i.e. coal, 
electric utilities, the chemical manufacturing industry, the refining industry, and many other 
businesses that are regulated and that require similar compliance activities, reports, etc. 
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Program Architecture 

ROMDC will be designed to provide regulatory compliance support through the previously 
described interactive process. The user will follow a decision tree analysis type procedure that 
will walk them through a specific compliance function. The key to ROMDC'S utility to the 
industry is the maintenance and accessability of a data base of facility, equipment, personnel, 
production and other company specific information at the user's home site. Functional modules 
will be accessed through the Internet based program, for which the user will pay a usage based 
fee. In order to make the best use of company production information, ROMDC will establish 
or create links with products that provide oil and gas well accounting services, e.g. Excaliber 
(Prodigy) and Rough Neck, thereby making full use of the existing information in the company 
data base . These links will enable the sharing of existing company information, thereby 
reducing the data entry duty. The successful use of these links will be a significant part of the 
program's function. Data entry methodology will be discussed at the end of this section. 

In addition to the generation of compliance data and reports, the regulatory compliance portion 
of the program will include contact information for the various state and federal agencies in the 
form of names, addresses and telephone numbers for these contacts. This function will also 
include access to the required reporting forms for spills, releases, upset conditions, accidents, etc. 
Any other compliance reporting forms required by the state and federal agencies will also be 
provided, i.e. mechanical integrity reports, discharge monitoring reports for NPDES compliance, 
sundry notices for BLM/MMS reports, production reports, SARA Title III inventory and release 
reporting forms, etc. These forms will be populated from either the company information data 
base or from calculations performed using this information. 

Also in this portion of the program, ROMDC will enable the user to access and use industry 
accepted and government approved calculation routines. One such routine is the Tanks (Chief) 
program developed by the EPA to calculate air emissions from chemical and hydrocarbon 
storage tanks. These calculations are accepted by the federal agencies and sanctioned (and in 
some cases even required) by various state agencies. Another similar calculation routine is the 
Glycalc program developed by the Gas Research Institute (GRI). This program calculates 
hydrocarbon and hazardous air pollutant air emissions from glycol dehydration units that are 
used to remove excess water from produced natural gas prior to its sale. Each of these programs 
are currently being distributed on a cost basis. Through negotiations currently underway, each 
program may be accessed through a multi-user license for incorporation into the ROMDC 
system. 

The regulatory compliance program will be designed extremely user friendly, such that even the 
smallest oil and gas companies (or any other user) will find it easy to work through to obtain 
their desired goals. In addition to the calculation routines, ROMDC will provide "strawman" 
examples for other routine regulatory documents, e.g. Spill Prevention Control and 
Countermeasure Plans (SPCC), Oil Spill and Emergency Response Plans for environmentally 
sensitive areas, applications for permits to drill or explore on Federal leases, SARA Title III 
Compliance reports, etc. These documents will be designed to include the basic requirements for 
compliance with these type regulations, without the inclusion of any extra provisions that might 
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cause the user to incur any unnecessary liability. ROMDC will retain the appropriate legal 
counsel to manage this ride for this part of the product. 

Companion to the regulatory compliance portion of ROMDC is a digital library that will provide 
"fingertip" access to regulatory law, agency regulations based on these laws, guidance 
documents from agencies and trade associations, as well as online access to other information 
services. The digital library portion of the program will provide access to information generated 
by ROMDC as well as other commercially available products. ROMDC will provide links to the 
web sites of the state and federal agencies. These links will be intelligent links designed to direct 
the user to the information pertinent to their particular question. Many of the agency web sites 
are complicated for the novice user and sometimes even for the veteran user. ROMDC will have 
a team that will be dedicated to searching these sites and providing these links using an industry 
friendly search methodology. In addition, this team will remain current on all regulatory as well 
as policy developments within these agencies and maintain the program library to reflect those 
changes. 

Other information sources that will be provided include many that are currently commercially 
available through other services. As the premier and only product that provides the "one-stop 
shopping" service, these providers will be willing to allow ROMDC to maintain and sell these 
services on a royalty basis. This same arrangement is available for guidance documents 
provided by agencies and industry trade associations. For example, documents published by the 
American Petroleum Institute (API) such as recommended practices, standards, etc., may be sold 
by ROMDC with a royalty provided to the API for each sale. Publications by the International 
Standards Organization (ISO) will also be provided. Currently, API and other international 
standards are being converted into ISO type standards and made available to the international 
regulatory community. 

ROMDC plans to be able to provide, wherever appropriate and economical, copies of 
international standards and regulations in foreign and English translations. Of course these 
products will be developed only to meet specific market needs. The regulations, standards, etc. 
will be provided to the users in an Adobe® type, read-only format. 

Another function that will be possible with ROMDC is electronic submission of all regulatory 
reports wherever such reporting is allowed. One of the long range plans for ROMDC is to obtain 
DOE grant monies to assist the states in building these "e-commerce" type links. 

Data Entry Technology 

ROMDC is forming a relationship with a company that supplies data transmission through Low 
Earth Orbit Satellites (LEO's). The name of this company is LeoOne. Data transmission to a 
LEO can occur from any spot in the world. ROMDC proposes to use hand-held, write-ready 
computers that can be used by oil and gas company lease operators or g augers to record and 
input production data. This data input will transferred directly, after review by an immediate 
supervisor or other company designee, into ROMDC's data base for that company. These hand 
held computers will enable the lease operator to make changes in equipment and other facility 
information if necessary, as well as to provide comments pertinent to the operation of the 



-5- 




individual wells and production facilities. Companies that use the ROMDC computer will 
discover tremendous cost savings in the handling of this information. The daily gauge reports 
will be printed based upon the information that the lease operator inputs. These computers will 
have the capacity to calculate oil and gas production given the actual tank gauges, differential 
pressure readings, etc. Quality control checks can be employed at whatever level the user 
desires. The data input, hand -held computers will allow the user to receive production data from 
any spot on the globe. The same data that is entered using these computers will be routed into 
the database that accesses the ROMDC compliance routines, thereby completing the loop on 
company data management. 
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The Market 

The initial target market for ROMDC is the upstream energy market According to IPAA 
statistics, there are approximately 8,000 oil and gas companies of varying sizes in the U.S. who 
represent potential users of ROMDC. Of these 8,000 producers, over 7,400 are considered 
medium to small independents who typically out-source the functions which ROMDC provides. 
The remainder of this number consists of large independent producers and major oil companies. 
Within this market, the potential user-operators range from the smaller independent operators 
that are not currently complying with all of the regulatory requirements out of fear, ie fear of the 
unknown costs and potential consequences of compliance; to the very sophisticated operators 
that are in need of a tool to mange the enormous volume of regulatory data and reports that are 
required. 

These 8,000 producers operate approximately 884,000 oil and gas wells, for which each well 
there are specific regulatory reporting requirements. 

The environmental, safety and regulatory needs of this market are twofold. First, there is a clear 
need for a reduction in regulatory compliance costs. Under the increasingly unstable oil and gas 
market, producers are constantly looking for ways to reduce overall production costs, of which 
regulatory compliance is a growing concern. ROMDC presents a more efficient and cost 
effective way to manage these compliance issues. Based on our experience, a small to mid-sized 
independent producer spends a minimum of approximately $60,000 to $100,000.00 per year on 
outside environmental consultants to manage environmental affairs alone. In comparison, 
ROMDC will allow this same company to manage these issues "in-house" for approximately 
$20,00.00 (a 67% reduction in annual costs ). A larger company would have even greater cost 
savings due to economies of scale. 

In addition to the cost reductions, there exists a need in the industry to increase the level of 
environmental, safety and regulatory compliance among its member companies. Increased 
compliance enhances the industry's position with the public, regulatory, and legislative sectors. 
The public relations issue is becoming most critical under the current market and political 
environments. 

ROMDC will streamline compliance efforts by providing a quick and easy way for producers to 
determine their regulatory obligations without having an intimate and in-depth understanding of 
these regulations and how they apply. ROMDC provides an automated system that, combined 
with the company's existing well accounting systems, will allow the user-operator to generate 
reports and filings, as well as perform the necessary engineering calculations. It will, by design 
as an educational tool, serve to increase the users awareness of the issues. 

Briefly, benefits of the system include: 

• Increased environmental, health and safety awareness through technology 

• Increased co-operation with the agencies and compliance with the regulations, 
thereby reducing risk exposure 
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• Reduction in overall compliance cost (time & money) 

• Improved public perception through pro-active environmental, safety, and 
regulatory efforts. 

ROMDC may also provide statistical information to the Department of Energy and other 
interested agencies, regarding the overall usage of the program. These statistics could be used to 
evaluate the utility of the various regulatory modules and measure the overall effectiveness of the 
program as a regulatory compliance tool No individual company information will be provided to 
the agencies in these statistics. This information will not and can not be used as part of an 
enforcement effort on an individual company or the industry as a whole! 

The Competetion 

Several PC based programs have been introduced into the market that will perform a single 
regulatory compliance function or even a group of functions. However, none of these programs 
use a common database for maintaining regulatory information; and none are currently offered 
on the Internet with the "one stop shop" feature offered by ROMDC . Some of these products do 
maintain information pertinent to their target regulatory issues, but do not make that same data 
available for use by other systems. ROMDC will be offered on the Internet and will have an 
interactive, time-based database function that will have the capability to retrieve all of the 
required input data from a general information database. 
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Our Position in the Market 



ROMDC enters the market as a sole source provider of Internet based regulatory consulting 
services. The Internet has evolved to a point where the general public is comfortable with 
finding information and making purchases over the web. By offering this service on the Internet, 
ROMDC exploits the "e-commerce" business to business sales model which offers a product for 
sale to businesses on the Internet, while at the same time offering other value added 
enhancements as a lure to bring the user to the site. An Internet provider achieves success by 
providing a wide selection of services at good prices along with an effortless experience. This 
success will be realized by delivering about the same level of service through the Internet that 
users can currently get from a consultant (in person), but at a reduced cost and with other 
enhancements. ROMDC can provide valuable services inexpensively and at a more comfortable 
level Many of the smaller to medium size companies have a fear of the potential (unknown) 
costs and liabilities involved in getting an outside consultant involved in their regulatory affairs. 
ROMDC provides a very controllable method, from the standpoint of both cost and liability, of 
researching and evaluating regulatory needs. 

ROMDC will serve as an industry magnet site by providing links to other products, services, 
government agencies, etc. Partnerships and alliances will be created with other non-competitive 
providers of information and services to establish the critical mass needed to become an industry 
magnet. ROMDC will use a dedicated search engine, tied in with other search engines of other 
web sites through smart-links, to help the user to find the information and services that they are 
in need of. In order to provide users with value added information and assistance, ROMDC will 
provide answers to frequently asked questions for each module or category. ROMDC will use 
all of these information resources to attract clients and to generate new sources of revenue, such 
as advertising or sales of complementary products/services. The anticipated result of providing 
value added information on the ROMDC web site will be to consolidate parts of the value chaia 
In this way, ROMDC will create significant value for clients by reducing the number of entities 
they have to deal with in the value chain, thereby making the entire site more attractive to 
advert iserss and user friendly to clients. 
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How ROMDC Will Capture Market Share 

ROMDC plans to capture at least 25% of the market over a five year period (5% per year for five 
years). ROMDC revenues will be based mainly on client usage, which is in turn driven by well 
count. ROMDC will be provided to the operator or client/user via the Internet using a PC server 
based database system. The market for ROMDC is very diverse. The major oil and gas 
companies will either desire a version of the program on site at the location of their corporate 
information services, or will they will require dedicated servers on the Internet to provide them 
with their desired level of security. The medium to small independent oil and gas companies, as 
well as the other service type users will use the program on-line. The client/user, depending upon 
his size, i.e. well-count, volumetric production, etc., may choose the product that best fits his 
needs from the following three product scenarios. 

1) The client/user may elect to purchase an individual data base system customized 
for their company to insure the security of their data. These systems may involve local 
site based dedicated system or a dedicated ROMDC based server. These dedicated 
systems will be sold for a minimum price of $2,000,000.00 plus an annual maintenance 
fee equal to 10% of the base price. Customization of these systems would be billed on a 
cost plus basis. . 

2) The client/user will pay an initial site license fee ($2,500.00) plus a price per well 
per month. It is estimated that the majority of the clients will choose this scenario due to 
the perception of a lower monthly cost. 

3) The last scenario would be that the client may hire ROMDC to input data and 
manage their company's regulatory compliance program. Under this arrangement, 
ROMDC would serve as an environmental consultant. This scenario would represent a 
somewhat different income stream for the company. 

Other sources of revenues considered but not included in the financial analysis include 
income from advertising on the website along with the sales of documents and regulatory 
materials on the infobase. The list of oil and gas company service providers is vast and 
the exposure offered by ROMDC will be sufficient to command a premium price for 
advertising on the site. 

The main avenue of contact to the oil and gas industry will be through the oil and gas 
industry trade associations, both at the state and the national level. These contacts will be 
accomplished through presentations at the regularly scheduled trade association meetings 
as well as at jointly sponsored trade association seminars. The Petroleum Technology 
Transfer Council (PTTC) which operates under funding from the U.S. Department of 
Energy (DOE) and the functional support of the Independent Petroleum Association of 
America (IPAA), is aware of this product and will be invited to support it with jointly 
sponsored technical seminars across the country to the extent that it has with other new 
petroleum technologies. The mission of the PTTC is to disseminate innovative 
technology to the petroleum industry for the purpose of the advancement of the energy 
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industry in the United States. ROMDC will, by design, encourage and enhance 
compliance with all of the regulations that apply to the exploration and production of oil 
and gas and will therefore encourage the trade associations as well as the government 
funded entities to support the product. 

Other state and national oil and gas trade associations will provide similar support 
through endorsement and promotion. The Texas Independent Producers and Royalty 
Owners Association (TIPRO) has expressed an interest in the product and has in the past 
sponsored seminars with Kelley Engineering as a means of providing information to their 
members and to help build membership. Other potential sponsoring organizations 
include the Gas Research Institute (GRI) and the Interstate Oil and Gas Compact 
Commission (IOGCC) . ROMDC will use and endorse products that these entities have 
sponsored and developed, e.g. engineering calculation applications and information 
databases. 

Government access to the system will be provided on a special use type license. No 
group licenses will be allowed, unless the group pays a license fee plus deposit, against 
which ROMDC will charge each individual "hit" to the site. 



- 11 - 




Technology 

ROMDC will be operated using a common data base of information which will be accessed by 
each regulatory reporting module. Kelley Engineering has the models for all of these modules. 
Most critical to the success of ROMDC is the data entry function. This function must be tailored 
to the industry so that the units of the data match those that are retrieved from the field 
operations where they are generated. 

The software technology that will be used to develop ROMDC is a universal application with 
"component ware" power functions developed by Tenfold Corporation. This application has 
been designed such that most of the application has been pre-built with the complex problems 
encountered in ROMDC already solved. The Tenfold application allows the product developers 
to focused on describing data and desired functionality, rather than writing code. In this way, 
Tenfold is able to provide products on a fixed cost and time basis which is not typical of the 
software industry. 
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Key Players 
The Staff 

The secret to the success of ROMDC will be its utility to the client/user. To insure this utility, 
ROMDC will seek to hire professionals that are familiar with all phases of the operations of this 
industry. ROMDC professionals should have a general understanding of and experience in some 
aspect of the oil and gas exploration, production, refining and marketing and the energy business 
as a whole, and preferably hands on experience with some phase of operations. They should, of 
course have expertise in their particular area of focus, i.e. marketing, regulatory, information 
systems, management, etc. 

The Board 



W. Marvin Watson - Megahealth 

Loren Cairoll - Smith Industries International, Inc. 

Michael Cantrell - OBEC Oil Company 

Jim Jones - Former President: American Stock Exchange / Former Ambassador to Mexico / 
Attorney 

J. RogerKelley-KEI 



- 13- 



Time line 



ROMDC will require two stages of financing, 1) The startup phase in which the company will be 
set up, staffed and marketed and 2) The development phase in which the system will be 
designed, developed and brought to the market. ROMDC is currently seeking a partner(s) to 
provide seed capitol for the startup phase of the venture. For the development phase, ROMDC 
will seek private funding. 

Startup Phase 

This phase is expected to last approximately six (6) months, during which ROMDC will be 
seeking private funding. The funds required for this phase will be approximately $1.5 MM. The 
tasks that will need to be accomplished during this period are: 

1) Work Tenfold to design and develop program. 

2) Begin marketing effort with trade associations and state agencies to build credibility and 
to prepare the market. 

3) Acquire necessary start-up staff to perform startup functions. 

4) Set up agreements with outside providers and service functions. 

5) Develop prototype to be used on pc's during marketing and financing phase. 
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Development Phase 

This phase should take approximately six months before income is generated. Tasks to be 
accomplished during this phase include: 



1) 


Development of Executive Overview Document (feasibility study) with Tenfold Corp. 


2) 


Development of criteria manual with Tenfold. 


3) 


Development of final product with Tenfold. 


4) 


Presentation of prototype to trade associations, agencies, etc. 


5) 


Finalization of agreements between ROMDC and outside providers. 


6) 


Beginning of marketing effort with industry. 


7) 


Complete staffing of ROMDC for support groups. 


8) 


Data entry of state and federal agency regulatory data for initial target market states. 


Finances 



The five-year financial forecast is included at the end of this document and has been developed 
using the attached assumptions and criteria. 
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REGULATORY DATABASE PROGRAM 

I. Database Input - All data may be entered initially or on an as need basis, such that a grand 

data entry project need not necessarily be required. 

A. Personnel 

• Enter all personnel at all levels of the company that are involved in the 
regulatory process, along with their job function, location, level of responsibility, 
etc. 

• Assign a personnel I.D. number to each individual involved with a 
particular facility, property or group of facilities or properties. This I.D. number 
will link this person to a particular facility or property or to a certain job function 
or both, with a time function involved. 

• For those individuals with responsibilities at upper management levels, 
special I.D. numbers will be assigned to identify them as such. 



B. Facility 

• Location, i.e. Latitude/Longitude; UTM Coordinates, City, County, 
State, etc. 

• Type, e.g. Oil/Gas Production Facility, Gas Plant, Disposal Facility, 
Compressor Station, etc. 

• Facility I.D. number - assigned by the operator of the facility 

• Operator I.D. number - assigned to the operator of the facility 



C. Equipment 

• Each piece of equipment involved in the regulatory process, i.e. tanks, 
compressors, pumps, process units, etc. will be entered into the data base with the 
required data. 

• Each piece of equipment will be assigned an equipment I.D. number that 
will remain with that equipment as long as it is owned by the company. This I.D. 
number will be linked to the facility on a timed basis in order to allow calculation 
of air emissions from that particular piece of equipment, etc. 




• The user will be prompted to enter all of the pertinent equipment 
specifications required to perform the various reporting functions. These 
specifications may be entered as a batch function or on an as need basis. 



II. Functional Modules 

A. Topics - The regulatory topics to be addressed by the functional modules include 

but are not limited to the following regulatory statutes: 

• Spill Prevention Countermeasure and Control 

• SARA Title III 

• Air emission compliance 

• Waste water discharge monitoring and reporting - NPDES 

• Toxic Wastes reporting - TSCA 

• Waste management tracking and planning 

• Underground Injection Control - testing, monitoring and reporting 

• Environmental and safety training 

• Naturally Occurring Radioactive Materials (NORM) 

• And other environmental safety and regulatory issues that have application 
in oil and gas exploration and production operations 

B. Operation of Functional Modules 

Each of the functional modules listed in II.A. above will perform either a 
reporting function, a calculation function, a documentation functions, or any 
combination of two or more of these functions. The user will log on to the 
Internet based program through the product web-site. For a first time user, a 
registration program will be available that will require the user to enter the 
necessary information that will establish an account with Gasinfo.com complete 
with passwords log-on I.D.'s etc. The choices available to the user at this point 
will be: 

1) Enter data directly into the database choosing from one of the database 
entry routines as listed above, 
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2) Access a functional module and enter the data as directed by the prompt 
driven system, 

3) Enter into one of the infobase systems to access any one of the many 
industry information services provided by the program, or 

4) Access another website that is linked into the Gasinfo.com site. 



III. Individual Module Operation 

A. Spill Prevention Control and Countermeasure (SPCC ) Plans - 

The SPCC module performs a compliance function that allows the user to enter 
facility, personnel and personnel information into the database which is in entered 
into Federally required report form. The module also takes the operator through a 
prompt driven series of questions, the answers to which enable the program to 
complete the SPCC plan. In this prompt driven process, the user may either 
accept the default answers or custom design an SPCC report that reflects a 
modified operating scenario. This module involves: 

• Data entry 

• Question and answer session 

• Simple calculations 

B. SARA Title III Reporting 

The SARA module performs a compliance function that involves data entry, 
decision tree analysis with regard to inventory volumes, and a very intense report 
generation routine. Chemical inventory data is entered into the database along 
with the facility data. From this information the module can determine the target 
agencies for the site specific reports, generate reports and letters, and document 
the reporting effort. 

C. Air Emission Compliance and Reporting 

The air emission module is one of the more complicated routines with regard to 
calculations and documentation. This module has a built in time function that 
allows the program to track air emissions for each subject facility over a particular 
time period for reporting purposes. This module involves intense data entry, 
documentation, calculations, and reporting. Compliance reports can be generated 
and modified automatically from facility to facility using the time based function. 

D. Waste Water Discharge Monitoring Reports (DMR's) 
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The waste water module also involves a time function which allows the user to 
input analytical data from the monitoring of waste water discharges under the 
Federal National Pollutant Discharge Elimination System (NPDES) program on a 
timed basis in order to fulfill the reporting requirements of this statute. The waste 
water module also involves a calculation and a documentation function which 
takes the raw data, enters the results on the required form, and completes the 
remainder of the document using the facility and personnel data in the database. 

E. Toxic Substances Reporting - (TSCA) 

This module uses a documentation and calculation routine to document and report 
the use and production of substances subject to this act. 

F. Waste Management and Tracking 

The waste management module is primarily a waste management program to 
track the treatment, storage and disposal of wastes generated during the 
exploration and production of oil and gas. This module involves a documentation 
and a time function to track the compliance with waste regulations on the State 
and Federal level. 

G. Underground Injection Control (UIC) 

The UIC regulations require that operators conduct mechanical integrity testing 
(MIT) on all underground produced water injection wells on a regularly scheduled 
basis. The UIC module requires input into the data base of MIT results as well as 
well characteristics, documentation, simple calculations, and form completion. 

H. Environmental and Safety Training 

Some of the environmental and safety statutes require that operators conduct 
regularly scheduled training of employees regarding the requirements of these 
statutes. This module provides for the timed documentation of this training as 
well as record keeping and reporting. This information will be entered into the 
personnel database as well as to that pertaining to the applicable statute. 

I. Naturally Occurring Radioactive Materials (NORM) 

NORM is a naturally occurring substance that is associated with almost all 
minerals that originate below the earths surface. Most of the state oil and gas 
regulatory bodies have adopted a regulation that sets a threshold level for NORM 
in oil field equipment and the surrounding environment, i.e. soils, water, etc. The 
NORM module provide for documentation of the monitoring or testing for 
NORM in these areas. This testing is usually a one time occurrence on a single 
well lease, but may require repeating an a lease where conditions may change. 
This module involves data entry and documentation, including some personnel 
monitoring. 

-4- 



J. Other modules will be added to this data base system as the regulatory needs 
arise. The oil and gas exploration and production operations involve reporting and 
monitoring for production allowables, production rates, sales volumes, etc. Further, the 
modules included in this database program also have applications in other industrial and 
commercial operations, and will in time be adapted to those applications. 



IV. Infobase System 

The infobase system will serve as a resource for statutory references, industry practices, 
reporting forms and guidelines, current developments in regulatory issues, etc. The 
infobase system will be populated in a variety of ways, including but not limited to the 
following: 

• Annotated state and federal environmental statutes, rules and regulations provided 
through links to other services or through individual research. 

• Recommended practices and industry standards provided by industry trade 
associations. 

P87iopxivy <|)Op|ia, ym5eA,ivea, 2v5 7ipoxe8opea xr|2x ([>2xtA,ix2xe xoja7i>a2vxe 
coitt] cjt2ts 2v5 <|)e5sp2>L evTuipovjievx2A, poXea 2v5 psyoA,2xiova oPx2ive8 (|>po|i pey 
oA2xopi|/ 2yevxisa, pe<()op|aoA,2xs8 <f>op x-qe 82x2p2ae 7tpoyp2^i. M2vi|/ o<(> tv\eoz §op 
\xa mXX ps xo|i7tA,sxE8 p\j/ xr|s iv(j)op)^2Tiov TtpomSeS iv xr|s Tu2pioua <|)Ovxxiov2A, ^ 
o8oA-sa. 

• Current trends and developments in regulatory and legal matters related to oil and 
gas exploration and production operations. This information will be retrieved 
from trade associations, lobby groups, and other information services and 
provided on the infobase for producers to use in the making of business decisions. 
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Evolution is Good 
ROMGR is in exciting times. We have accepted the 
magnitude of our opportunity and have modeled our 
planning philosophy to be more fluid based. It is 
important to be flexible as the Internet matures, so 
must ROMGR adjust to market changes. We must 
assimilate information and changes in business 
constructs quickly, and be able to grasp and run with 
the new constructs. 

Who are we? 

We are the fastest easiest and most cost effective way 
to assess regulatory needs (in most industries globally), 
research ways and means to fulfill those needs and 
ultimately complete and file the required compliance 
reports. 

Virtually all industries on the planet are regulated in 
some form by either a governmental agency or a self 
regulating industry body. In most cases it is arduous at 
best and difficult if not impossible at worst to 
understand and remain in compliance (good standing) 
with all the "Red Tape" without expensive outside 
help. Especially for the small to medium sized 
companies that don't have the ability to absorb costly 
and unknown amounts of expert help. It is this 
quandary that forced the to above mentioned "fluid 
planning" concept. Roger Kelly (CEO of ROMGR) 
and his team are continually accessing the ability of the 
company to leverage base concepts and technology to 
capture the "Red Tape Market" in all industries. 



Recent Accomplishments 

ROMGR has in the last few weeks executed on several 
fronts: 1) There has been an agreement struck with the 
law firm Bracewell and Patterson to become a strategic 
partner with many of our legal issues. Including the 
patenting of our intellectual property (which is well 
underway) and corporate support such as the 
organization of ROMGR into a Delaware Corporation 
and addressing issues relating to capital structure. 
They have also committed to address our 
environmental legal issues as they relate to regulatory 
compliance; 2) The business plan has been through 
several iterations and now reflects our current vision of 
capturing the gtobal "Red Tape Market" with the initial 
target niche being the upstream energy market; 3) We 
are pleased that Lane Moesser formerly with 
MAXXAM Inc. (a global leader in several highly 
regulated industries and respected on Wall Street as 
one of the most innovative and tough financiers) has 
come on board as our (Interim CFO) and is working 
with Roger Kelly (CEO) on all levels strategic 
planning and development; 4) ROMGR has secured its 
URL and selected a company logo (Bracewell and 
Paterson will be filling the appropriate trade mark and 
other documents); 5)EOG resources continues to be 
interested in ROMGR as a strategic partner and is 
looking at the company to become a second round 
financial partner as well, after the first round has been 
secured. 
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RQMGR Business Plan 

BUSINESS PLAN 2000 

Regulatory Online Manager (romgr.com) 

Executive Summary 

Regulatory Online Manager (romgr.com) was born out of a recognized need in the marketplace. 
ROMGR is an Internet accessible information management system designed to assist most 
industries worldwide in managing environmental, safety and regulatory compliance issues. As an 
Internet accessible system, ROMGR enters the market with many advantages: it offers a Aone 
stop shoppings automated system for regulatory compliance that represents a substantial savings 
over any traditional or currently available means to comply with governmental regulations; it 
provides this system on the fast developing Internet platform with smart-links to the major 
information centers for any industry (trade associations, agency web sites, information services, 
etc.), to provide easy access to relevant information; and most importantly ROMGR acts as an 
Aon-line consultants that will assist the user in determining regulatory needs, providing the tools 
necessary to fulfill those needs and complete the proper forms, and where possible, electronically 
submitting 1 compliance reports to the appropriate regulatory agencies. ROMGR will be designed 
such that it will be compatible with the major accounting and information management systems. 
ROMGR will perform regulatory functions by sharing data with the user=s accounting/database 
systems, while maintaining a companion Internet database of regulatory information and 
calculations. The ROMGR system will enable users to determine and assess compliance 
requirements and will provide the tools necessary to establish regulatory compliance. The 
ROMGR system also includes a digital library that will provide the user with a full 
complement of regulatory information and research services. In essence, ROMGR will be 
the fastest easiest and most cost effective way to assess regulatory needs, research ways and 
means to fulfill those needs and ultimately complete and file the required compliance 
reports. 

The market for ROMGR is vast. To illustrate that point the following discussion will be centered 



'The electronic filing systemjwill be referred to later as the Apipeline=. This is one of 
the most exciting concepts, and is a primary barrier to entry for others that might follow. It can 
be compared to and best understood as a system similar to that being used to electronically file 
tax returns, but with much more power. 



ROMGR Business Plan 

around ROMGR=s first Aniche= market (U.S. operations of oil and gas production). Of the 
8,000 producers of oil and gas in the U.S.A., over 7,400 are considered medium to small 
independents who typically out-source the functions that ROMGR provides. These 8,000 
producers operate approximately 884,000 oil and gas wells, each of which has specific and 
definite regulatory reporting requirements. ROMGR will generate revenues based on the 
number of wells that each user operates. ROMGR plans to capture 25% of the market of 
independent oil and gas producers over the first five years of operation. The capture rate 
increases at a more rapid pace as the Apipeline= for electronic document submission becomes 
the defacto Aindustry standards. The small to medium operators will be attracted to ROMGR 
for the cost savings as well as the ease of operation. The larger independent producers, as well as 
the major oil companies, will use ROMGR for it=s innovation in data management as well as the 
access to up-to-date and emerging regulatory information, thereby providing much needed 
regulatory support in every sector of the industry. 



In the Oil and Gas production niche, ROMGR will be marketed aggressively through industry 
trade associations and association sponsored seminars. Once the world wide oil and gas energy 
market has been successfully penetrated, ROMGR in Phase II will make inroads into the coal, 
utility, refining-manufacturing, and all other regulated industries, subject to feasibility studies 
and profit analysis. 



Beyond the need for effective software technology, ROMGR recognizes the need to build a user 
friendly and industry friendly system that will satisfy the needs of even the least 
computer/Internet literate user. The interface will be designed to fit the industry, rather than 
requiring the industry to adapt to the system. 



For over 20 years, J. Roger Kelley has managed the environmental and regulatory affairs for 
various oil and gas exploration and production companies. In his quest for a useful regulatory 
data management and reporting system, he discovered that many single issue programs were 
available on the market, but none of them offered the flexibility and utility that he required to 
manage the information for his clients. Each of the available systems required maintenance of 
separate data bases of duplicate information. It was his knowledge and understanding of this 
problem that led Mr. Kelley to the idea for ROMGR as a [regulatory, database compliance tool 
(the phrase AThe Digital Rogers has already become somewhat of a company mission). He 
understands the needs of the industry and has designed the technology of ROMGR to fit those 
needs. 



Comment [COMMENT!]: EnergyN 
et.com 



It is widely recognized that in the changing world of regulatory compliance, most industries find 
themselves wallowing in a sea of Ared tape=. A business to government (b-to-g) model, such as 
ROMGR, has tremendous potential and has already generated significant excitement from the 
smallest companies to top government officials. ROMGR is the first entity of this magnitude and 
format to penetrate this space. 



Page 2 of 14 





ROMGR Business Plan 



Page 3 of 14 




ROMGR Business Plan 

The Product 

ROMGR is an Internet accessible system designed to assist companies in managing their 
environmental, safety and regulatory compliance needs. The system will enable a client to 
assess the compliance requirements for their particular operations, and once those 
requirements are determined, it will provide the tools necessary to perform the appropriate 
regulatory compliance tasks. The information and tools will consist of explanations of the 
regulations, the actual text of the regulations with annotations explaining their significant 
requirements, information regarding forms, fees and penalties, agency specific contacts, and 
prompt driven compliance procedures. The system will ultimately perform the calculations 
required to complete the regulatory filings and then populate the agency reporting forms 
with these results (as electronic filling becomes more available/required, ROMGR will be 
building the Apipeline= to make it all happen). 

For example, an operator of an oil well desiring to determine the air compliance 
requirements for a production compressor station would initially log on to the system to 
find out the regulatory requirements. He would access the Aair modules and there enter 
the facility and equipment specific information, i.e. location, equipment type and 
specifications (size, horsepower rating, etc.). The system would then respond by providing 
the user with a list of the applicable regulations for the compressor stations for that 
particular location and lead the user through a series of questions that will ultimately reveal 
the regulatory requirements for that facility. From there the operator could access more 
information and tools, including an interactive procedure for complying with the 
regulations. The full text of the regulations with explanations would also be available to 
them. Finally, the user will be asked to enter the necessary data, i.e. equipment specs, 
facility and site specific data, personnel data, etc. The system in response, would calculate 
the air emissions associated with this facility and complete the necessary forms and 
applications for compliance with state and/or federal regulations. These calculations and 
forms will then be made available in report format to the user for their review, and 
approval, and electronic submission (the Apipeline=) to the relevant government agencies. 
The same routine would follow for the other regulatory statutes that apply. 

In summary, ROMGR will be a combination of a full-featured interactive website along 
with offline data-entry companion software. Once ROMGR has been developed for the Oil 
and Gas Exploration and Production industry, the same data base system and even the same 
regulatory and calculation functions can be modified to serve other industries, i.e. coal, electric 
utilities, the chemical manufacturing industry, the refining industry, and many other industries 
that are regulated and that require similar compliance activities, reports, etc. 
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The ROMGR APipeline= (or means of electronic compliance submission) that has been mention 
earlier is already a concept that has created a high level of interest with the state and federal 
agencies. Until now, the knowledge base and technology has not been assembled properly to 
facilitate such a vehicle. ROMGR has not only brought together the proper knowledge and 
technology, but has incorporated close contacts with many of the relevant state and federal 
agencies that will help to facilitate it=s development. 

The creation of the APipeline= will do three things: 1) increase market share as it will be the 
preferred method of compliance to governmental agencies; 2) create a significant barrier to entry 
for those that follow as it is unlikely that governmental agencies would be interested in 
supporting or funding a second or third method; and 3) increase overall regulatory compliance by 
adding yet another feature to the ROMGR core software that would make it even easier and less 
intrusive to file. 
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Program A rrhitPPtii tp 

ROMGR will be designed to provide regulatory compliance support through the previously 
described interactive process. The user will follow a decision tree analysis type procedure that 
will walk them through each specific compliance function. 

Let=s get back to our first niche market and be more specific in order to gain a greater 
understanding. It will be important to understand that many of the concepts presented in this 
specific example are homogeneous and can be applied to most industries. 

Let us take a look at the example of an oil production company. In order to make the best use of 
company production information, ROMGR will establish or create Ahot links= (protocols) with 
programs that provide oil and gas well accounting services, e.g. Excaliber (Prodigy) and Rough 
Neck, thereby making full use of the existing information in the company data base . These Ahot 
links= will enable the sharing of existing company information, thereby reducing the data entry 
function. The successful use of these links or protocols is a significant part of the system=s 
function. Data entry methodology will be discussed at the end of this section. 

In addition to the generation of compliance data and reports, the regulatory compliance portion of 
the program will include contact information for the various state and federal agencies in the 
form of names, addresses and telephone numbers for these contacts. This function will also 
include access to the required reporting forms for spills, releases, upset conditions, accidents, etc. 
Including other compliance reporting forms required by the state and federal agencies, i.e. 
mechanical integrity reports, discharge monitoring reports for NPDES compliance, sundry 
notices for BLM/MMS reports, production reports, SARA Title III inventory and release 
reporting forms, etc. These forms will be populated from either the company=s information data 
base and/or from calculations performed using this information. 

Also in this portion of the system, ROMGR will enable the user to access and use industry 
accepted and government approved calculation routines. One such routine is the Tanks (Chief 7 ) 
program developed by the EPA to calculate air emissions from chemical and hydrocarbon storage 
tanks. These calculations are accepted by the federal agencies and sanctioned (and in some cases 
even required) by various state agencies. Another similar calculation routine is the Glycalc 7 
program developed by the Gas Research Institute (GRI). This program calculates hydrocarbon 
and hazardous air pollutant air emissions (HAP=s) from glycol dehydration units that are used to 
remove excess water from produced natural gas prior to its sale. Each of these programs are 
currently being distributed on a cost basis. Through negotiations currently underway, each 
program may be accessed through a multi-user license for incorporation into the ROMGR 
system. 

The ROMGR system will be extremely user friendly, such that even the smallest oil and gas 
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companies (or any other user) will find it easy to work through and obtain their desired goals 
without the perceived feelings of outsider intrusiveness (i.e. checking out their Adirty iaundry=) 
from consultants or other third parties. In addition to the calculation routines, ROMGR will 
provide Astrawman= examples for other routine regulatory documents, e.g. Spill Prevention 
Control and Countermeasure Plans (SPCC), Oil Spill and Emergency Response Plans for 
environmentally sensitive areas, applications for permits to drill or explore on Federal leases, 
SARA Title ID Compliance reports, etc. These documents will be designed to include the basic 
requirements for compliance with these types of regulations, without the inclusion of any extra 
provisions that might cause the user to incur any unnecessary liability. ROMGR will retain the 
appropriate legal counsel to manage the risk for this part of the system. Currently Bracewell & 
Paterson has agreed in principal to be a strategic partner in this capacity, as well as in other 
functions. ROMGR is waiting for the final sign off on this and is willing to provide information 
on the progress. 

Companion to the regulatory compliance portion of ROMGR is a digital library that will provide 
Afingertip= access to regulatory law, agency regulations based on these laws, guidance 
documents from agencies and trade associations, as well as online access to other information 
services. The digital library portion of the program will provide access to information generated 
by ROMGR as well as other commercially available products. ROMGR will provide links to the 
web sites of the state and federal agencies. These links will be intelligent links designed to direct 
the user to the information pertinent to their particular questions. Many of the agency web sites 
are complicated for the novice user and sometimes even for the veteran user. ROMGR will have 
a team that will be dedicated to searching these sites and providing these links using an industry 
friendly search methodology. In addition, this team will remain current on all regulatory as well 
as policy developments within these agencies and maintain the program library to reflect those 
changes, and potential updates. 

Other information sources that will be provided include many that are currently commercially 
available through other services. As the premier and only product that provides the Aone-stop 
shoppings service, these providers are anticipated to allow ROMGR to maintain and sell these 
services on a royalty basis. This same arrangement is available for guidance documents provided 
by agencies and industry trade associations. For example, documents published by the 
American Petroleum Institute (API) such as recommended practices, standards, etc., may be sold 
by ROMGR with a royalty provided to the API for each sale. Publications by the International 
Standards Organization (ISO) will also be provided. Currently, API and other industry standards 
are being converted into ISO type standards and made available to the international regulatory 
community. 

ROMGR plans to be able to provide, wherever appropriate and economical, copies of 
international standards and regulations in foreign and English translations. Of course these 
products will be developed only to meet specific market needs. The regulations, standards, etc. 
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will be provided to the users in an Adobe7 type, read-only format. 

Another function that will be possible with ROMGR is electronic submission of all regulatory 
reports (the Apipeline=) wherever such reporting is allowed. ROMGR plans is to obtain DOE 
and other government source grant monies to assist the states in building the APipeline=. 

Data Entry Technology 

ROMGR is forming a relationship with LeoOne. LeoOne supplies data transmission through 
Low Earth Orbit Satellites (LEO=s). Data transmission to a LEO can occur from any spot in the 
world. ROMGR proposes to use hand-held, write-ready devices that can be used by oil and gas 
company lease operators or gaugers to record and input production data (this also has application 
in other industries). This data input will be transferred directly, after review by an immediate 
supervisor or other company designee, into ROMGR=s secured data base for that company. 
These hand held computers will enable the lease operator to make changes in equipment and 
other facility information if necessary, as well as to provide comments pertinent to the operation 
of the individual wells and production facilities. Companies that use the ROMGR network will 
discover tremendous cost savings in the handling of this information. The daily gauge reports 
will be printed based upon the information that the lease operator inputs. This system will have 
the capability to calculate oil and gas production given the actual tank gauges, differential 
pressure readings, etc. in real time. Quality control checks can be employed at whatever level the 
user desires. The data input, hand-held devices will allow the user to receive production data 
from any spot on the globe. The same data that is entered using these devices will be routed into 
the data base that accesses the ROMGR compliance routines, thereby completing the loop on 
company=s data and regulatory management system. 
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The Market 

The ROMGR market is the entire regulated community. The initial target market for 
ROMGR is the upstream energy market. According to IPAA statistics, there are 
approximately 8,000 oil and gas companies of varying sizes in the U.S. alone, all of which 
represent potential users of the ROMGR system. Of these 8,000 producers, over 7,400 are 
considered medium to small independents who typically out-source the functions which ROMGR 
provides. The remainder of this number consists of large independent producers and major oil 
companies. Within this market, the potential user-operators range from the smaller 
independent operators that are not currently complying with all of the regulatory 
requirements out of fear, i.e fear of the unknown costs and potential consequences of 
compliance; to the very sophisticated operators that are in need of a tool to mange the 
enormous volume of regulatory data and reports that are required. These 8,000 producers 
operate approximately 884,000 oil and gas wells in the United States for which each well has 
specific regulatory reporting requirements. 

The environmental, safety and regulatory needs of this market are twofold. First, there is a 
clear need for a reduction in regulatory compliance costs. Under the increasingly unstable 
oil and gas market, producers are constantly looking for ways to reduce overall production 
costs, of which regulatory compliance is a growing concern. ROMGR presents a more 
efficient and cost effective way to manage these compliance issues. Based on our experience, 
a small to mid-sized independent producer (i.e. 100 wells) spends a minimum of 
approximately $110,000 per year on outside consultants and Ain-house= personnel to 
manage it=s regulatory affairs. In comparison, ROMGR will allow this same company to 
manage these issues completely Ain-house= for approximately $88,000 (a 20% reduction in 
annual costs). 

In addition to the cost reductions, there exists a need in the industry to increase the level of 
environmental, safety and regulatory compliance among its member companies. Increased 
compliance enhances the industry=s position with the public, regulatory, and legislative 
sectors. The public relations issue is becoming more and more critical under the current 
market and political environments. 

ROMGR will streamline compliance efforts by providing a quick and easy way for 
producers to determine their regulatory obligations without having an intimate and in- 
depth understanding of these regulations and how they apply. ROMGR provides an 
automated system that, combined with the company=s existing well accounting systems, 
will allow the user-operator to generate reports and filings, as well as perform the necessary 
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engineering calculations. It will, by design serve as an educational tool, and serve to increase 
the users awareness of the issues. 



Briefly, benefits of the system include: 

3 Increased environmental, health and safety awareness through technology 

3 Increased co-operation with the agencies and compliance with the 
regulations, thereby reducing risk exposure 

3 Reduction in overall compliance cost (time & money) 

3 Improved public perception through pro-active environmental, safety, and 
regulatory efforts 

As a benefit to government, ROMGR will necessarily provide a system that will generate 
statistical information to the Department of Energy and other interested agencies, regarding 
the relative effectiveness of certain regulations. This data will provide government with the 
statistical information to these agencies that will enable them to evaluate trends in reporting, 
enforcement, compliance, etc. that will allow both government and the industry to evaluate 
the utility of a regulation or the regulatory process. This style of information transfer will 
help to level the playing field between these two factions and provide for a more informed 
working relationship. 

The Competition 

Several PC based programs have been introduced into the market that will perform a single 
regulatory compliance function or even a group of functions. However, none of these programs 
use a common database for maintaining regulatory information; and none are currently offered on 
the Internet with the Aone stop shoppings feature offered by ROMGR . Some of these products 
do maintain information pertinent to their target regulatory issues, but do not make that same 
data available for use by other systems. ROMGR will be offered on the Internet and will have an 
interactive database that will have the capability to retrieve all of the required input data from a 
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Our Position in th«> Market 

ROMGR enters the market as a sole source provider of Internet based regulatory consulting 
services. The Internet has evolved to a point where the general public is comfortable with 
finding information and making purchases over the web. By offering this service on the Internet, 
ROMGR exploits the Ae-commerce= business to business sales model which offers a product for 
sale to businesses on the Internet and electronic transmission (APipeline=) of that product to the 
appropriate governmental agency (business to government) , while at the same time offering 
other value added enhancements as to draw users to the site. An Internet provider achieves 
success by providing a wide selection of services at good prices along with an effortless 
experience. This success will be realized by delivering higher levels of service through the 
Internet than users can currently get from a consultant (in person), but at a reduced cost and with 
other enhancements. ROMGR can provide valuable services inexpensively and at a more 
comfortable level. Many of the smaller to medium size companies have a fear of the potential 
(unknown) costs and liabilities involved in getting an outside consultant involved in their 
regulatory affairs. ROMGR provides a very controllable method, from the standpoint of both 
cost and liability, and of researching and evaluating regulatory needs. 

ROMGR will serve as an industry magnet site by providing links to other products, services, 
government agencies, etc. Partnerships and alliances will be created with other non-competitive 
providers of information and services to establish the critical mass needed to become an industry 
magnet. ROMGR will use a dedicated search engine, tied in with other search engines of other 
web sites through smart-links, to help the user to find the information and services. In order to 
provide users with value added information and assistance, ROMGR will provide answers to 
frequently asked questions for each module or category. ROMGR will use all of these 
information resources to attract clients and to generate new sources of revenue, such as 
advertising or sales of complementary products/services. The anticipated result of providing 
value added information on the ROMGR web site will be to consolidate parts of the value chain. 
In this way, ROMGR will reduce costs for clients by reducing the number of entities they have 
to deal with in the value chain, thereby making the entire site more attractive to advertisers, and 
user friendly to clients. 
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HOW RQMGR Will Capture Market Share In It=s First Niche Market mil Production) 

ROMGR plans to capture at least 25% of the market over a five year period. The capture rate will 
increase at a more rapid pace as the APipeline= for document submission becomes the defacto 
industry standard. ROMGR revenues will be based mainly on client usage, which is in turn 
driven by well count. The primary market for ROMGR in this niche is the smaller producer 
(average 100 wells). This segment represents more than 85% of the wells in the United States.. 

The client/user will pay an initial site licencing fee ($2,500.00) plus a price per well per 
month (see revenue model). 

Other sources of revenues considered but not included in the revenue analysis include 
income from advertising, and the sales of documents and regulatory materials on the 
infobase. The list of oil and gas company service providers is vast and the exposure offered 
by ROMGR will be sufficient to command a premium for advertising space. 

The main avenue of contact to the oil and gas industry will be through the oil and gas industry 
trade associations, both at the state and the national level. Presentations at regularly scheduled 
trade association meetings as well as jointly sponsored trade association seminars will be 
common. The Petroleum Technology Transfer Council (PTTC) which operates under funding 
from the U.S. Department of Energy (DOE) and the functional support of the Independent 
Petroleum Association of America (IPAA), is aware of ROMGR and is prepared to support it 
with jointly sponsored technical seminars across the country as it has heretofore conducted with 
other petroleum technologies. The mission of the PTTC is to disseminate innovative technology 
to the petroleum industry for the purpose of the advancement of the energy industry in the United 
States. ROMGR will, by design, encourage and enhance compliance with all of the regulations 
that apply to the exploration and production of oil and gas and will therefore entice the PTTC to 
support the ROMGR system. ROMGR is scheduled to present further information to the Board 
of Directors of the PTTC in July, 2000. 

Other state and national oil and gas trade associations will provide similar support through 
endorsements and promotion. The Texas Independent Producers and Royalty Owners 
Association (TIPRO) has expressed an interest in ROMGR and has in the past sponsored 
seminars with Kelley Engineering (Roger Kelley is CEO of ROMGR) as a means of providing 
information to their members and to help build membership. Other potential sponsoring 
organizations include the Gas Research Institute (GRI) and the Interstate Oil and Gas Compact 
Commission (IOGCC) . ROMGR will use and endorse products that these entities have 
sponsored and developed, e.g. engineering calculation applications and information databases. 
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Key Players 

The Staff 

The secret to the success of ROMGR will be its utility to the client/user. To insure this utility, 
ROMGR will seek to hire professionals that are familiar with all phases of the operations in their 
respective industries. They should, of course have expertise in their particular area of focus, i.e. 
marketing, regulatory, information systems, management, etc. 

CEO- J. Roger Kelly 
CFO - Lane M. Moesser 



The Board 



W. Marvin Watson - Megahealth 
Loren Carroll - Smith Industries, Inc. 
Michael Cantrell - OBEC Oil Company 

Jim Jones - Former President: American Stock Exchange / Former Ambassador to Mexico / 
Attorney 

J.Roger Kelley-KEI 
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Evolution is Good 

ROMGR is in exciting times. Significant milestones 
have been reached and we are well underway. We still 
have a number of issues to address and are actively 
seeking solutions. Our primary concern is securing an 
initial financial partner. We have made nothing short of 
miraculous progress having expended very little cash, 
however the time has come to secure a first round of 
financing. ROMGR is now prepared to look to it's Board 
of Directors for assistance in this effort, please read on 
and see what we are up to, and why it is important. 

Who are we becoming? 

ROMGR will be the fastest, easiest and most cost 
effective way for businesses to comply with 
governmental regulatory requirements (in most industries 
and in most countries). 

Virtually all industries are regulated in some form 
by either a governmental agency or a self regulating 
industry body (or both). In most cases it is an arduous 
task to understand, remain up-to-date, and in comp lance 
with all the "Red Tape" (with or without outside help). 
Especially for small to medium sized companies tnat 
don't have the resources to absorb the unknown and 
costly expenses of consultants/attorneys. It is this very 
problem that lead Roger Kelly (CEO of ROMGR) to 
assemble a team to target a particular market niche (Oil 
and Gas Production) and create an Internet based "Red 
Tape" solution that could also be replicated to fit most 
industries. Roger is unique as a Environmental Engineer 
who has worked and consulted in the Oil and Gas 
industry from all regulatory points of view, from 
regulator to industry expert consultant. He intensely 
understands the mountain of red tape tnat exists, and 



more importantly understands how to get it under 
control ROMGR's proprietary Internet based system 
(we like to call "The Digital Roger") is the only known 
solution that meets all of our client servicing objectives. 

Roger and his team are continually accessing the 
ability of ROMGR to leverage it's base model and 
technology to capture the "Red Tape Market" in all 
industries. 

Recent Accomplishments 

ROMGR has in the last few weeks executed on 

several fronts: . 

1) There has been an agreement struck with the law 
firm Bracewell and Patterson to become a strategic 
partner in expending resources with many of the legal 
issues facing ROMGR. Including the patenting of the 
intellectual property (which is well underway) as well as 
corporate legal support such as the organization of 
ROMGR into a Delaware Corporation and addressing 
issuesreUtingtowmpany'scapltal structure. Bracewell 
has also committed to address all "environmental legai 
issues as they relate to regulatory compliance. 

2) The business plan has been through several 
iterations and nowrefJects ROMGR's vision of capturing 
the global "Red Tape Marker (with the initial target 
niche being the upstream energy market). 

3) ROMGR is pleased to announce that Lane 
Mcesser formerly with MAXXAM Inc. (a global leader 
in several highly regulated industries and respected 
leader on Wall Street as one of the most innovative 
financiers) has come on board as our Interim CFO and 
is working with Roger on all levels strategic planning 
and development. 
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4) ROMGR has secured it's URL (romgr.com) and 
has begun construction of it's web site that will initially 
double as an informational tool to other potential 

strategic partners. 

5) OES, a division of EOG resources continues to be 
interested in ROMGR as a strategic partner and is 
looking for the company to bring on board and few more 
key personnel before they commit second round 
financing dollars as well as technical and industry 
resources. 

Looking Ahead 

Funding is our number one priority. Non-the-less we 
are continuing to progress on all other fronts. 

ROMGR has received significant interest from the 
DOE (Department of Energy) to many of the related trade 
associations on down to respected industry consultants 
and end users. We understand the value of what is now 
ROMGR and the long standing void it fills in the market 
place We also understand the many barriers and reasons 
the void has not been filled thus far. It is now a matter of 
choosing "the right fit" financial partner to complete the 
loop. 

Within the next few weeks the patient work will be 
completed and filed (understanding that we intend to 
have an entire portfolio of related patients that serve in 
strengthening our hold on the market). We also plan 
completion of the demonstration website within the next 
three weeks as we finish assembling the necessary 
information for the final screen views. 

The revenue projections for the initial niche market 
(Oil and Gas Production) have been constructed for liic 
first five years of operations (those alone are impressive 
and more importantly they are defensible). In the next 
three weeks we will have layered on revenues for the 
other markets we plan to penetrate within the first five 
years, and have a more complete picture of ROMGR' s 
value. 

The actual program technology is broken into several 
modules. The first and most difficult of the modules has 
been totally documented and is ready for a programerto 
write code. The other modules are in process and will be 
at that same stage within 5 to 6 weeks. 



We are in negotiations, with several software 
companies thathaveall expressed interest in partnerships 
that would place large portions of their development 
costs at risk in exchange for equity positions. The 
demonstration website that is being constructed m-house 
provides a jump on the programing time line that has 
been estimated to be between 4 and 6 months. However, 
it will take initial funding to start that process. We are 
also exploring the possibility of writing a portion of die 
code in-house as to further speed up that process. 

Thank you for being on board and we look forward 
to more frequent communications in both directions as 
we seek your guidance down tins exciting path. 
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Regulatory Online Manager: Business Plan Outline 



1 . Executive Summary 

Purpose of this plan (amount of funding, uses) 

• Catch their attention 

• Answer key questions 

• Entice readers to read further 

2. Customer Need and Business Opportunity 



• What is the startup going to build and how? 

• Why wold a customer want it? 

• How well will it perform? 

• Product technology 

• Marketing strategy discussions. 

• Start building unfair advantage argument 



3) Business Strategy and Key Milestone 

• Plan to outmaneuver the competition 

• Show each milestone with cumulative headcount and cash needs 

4) Marketing Plan 



• Basic need and company solution 

• Ideal customer and value proposition 

• Market segmentation and size of markets 

• Channels of distribution 

• Strategic partners 

• Business model, branding plan 

• Sales strategy and plans 



• Customer support 

• Five year sales forecast 

• Competition, positioning and unfair advantage 

Operations Plan 
Engineering plan 
Website plan 

Manufacturing / outsourcing plan 

Facilities and administration plan 

Management and Key Personnel 

• Organization 

• Staffing and head count projection 

• Detailed resumes of leadership 

• Incentive compensation program 

• Company culture plan 

Financial Projections 
Overview and key assumptions 
Five year forecasts 
Income statement 
Balance sheet 
Cash flow statement 
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Executive Summary 
Purpose of this plan (amount of funding, uses) 

A. Catch their attention 

B. Answer key questions 

C. Entice readers to read further 



Comment [DocXchangl]: Page: 
•♦•DocX Reports Header A- 1 text 
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Regulatory Online Manager.Com 
September 14, 2000 
Business Plan Outline 
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Customer Need and Business Opportunity 
What is the startup going to build and how? 

• Describe the current way of doing business, e.g. lawyers, regulatory 
consultants, in-house staff 

• How ROMGR will automate that system and enhance economics, help 
redirect focus and enhance compliance, thereby reducing risk. 



B. Product service and technology description 

• Description of overall product 

• How will it fit into the current market 



C. End Users and Customers 

• Oil and gas producers/ operators 

• Government regulatory agencies 

• Regulatory consultants 

• Law firms 



D. 



Why would a customer want it? 

• Automated system 

• Saves time and money 




• Reduced risk 

• Enhanced technology 

• Less intimidating than consultants, lawyers, regulatory agencies, etc. 

E. How well will it perform? 

• Must be extremely user friendly, e.g Quicken®, TurboTax®, etc. 

• Instant information 

• Communicates with existing information data bases in company system 

• Automatic 

• Guilt in compliance calendar 

F. Product technology? 

• Business -to-Govemment model 

• Central data base design 

G. Marketing strategy decisions? 

• Market the energy industry with an initial emphasis on the upstream (oil 
and gas exploration and production) sector 

• 

H. Start building unfair advantage argument. 

HI. Business Strategy and Key Milestones 

A. Plan to outmaneuver the competition. 

• Be the first in the market to develop the Internet based system 

• Build a pipeline between industry and government that will be somewhat 
exclusive, especially in the early years and months of the company. From then, 
the product will be superior, having tested the market and having the expertise on 
board. 

• 



-2- 




Show each milestone with cumulative headcount and cash needs. 
• Insert chart that depicts: 

1 ) The plan/schedule to enter each market, 

2) The scheduled generation of revenue from each market 

3) The addition of personnel for each market team 
4) 



IV. Marketing Plan 

A. Basic need and company solution. 

• The company needs to reach the independent oil and gas producers and 
operators as well as the majors 

• Use the trade associations, lPAA, TIPRO, OIPA, IPAMS, COGA, 
NTOGA, PTTC, etc., to get the message out. This is the major network available. 

B. Ideal customer and value proposition. 

• The ideal customer is the independent oil and gas producer that does not 
have a regulatory professional on board and needs this assistance 

• We will offer this customer these services at a discounted rate from what 
an employee or a consultant would cost for he same job. We will present a system 
that will allow the client to get the same job done using a trained production clerk 
or secretary 

C. Market segmentation and size of markets 

• Enter into this section the discussion about the demographics of the 
industry 

D. Channels of distribution. 

• The product will be marketed through: 
1 ) Internet direct sales 
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2) Trade association sponsored seminars 

3) Company generated seminars 

4) In-house seminars as requested by clients 
E. Strategic partners 

• Software firm 

• Industry trade associations 

• Government agencies 



F. Business model, branding plan 

• ROMGR.COM will be the first entity of its type to reach the market. We 
will become a brand name in the business by virtue of our: 

1) Position in the market, and 

2) Utility of the product in every market that we enter by choosing the 
right people to design the technology. People who understand the 
operations of the business of the target market. 

G. Customer support 

• Provide a help line for the program 

• Provide regulatory technical backup via real person contact over the 
telephone and even on-site support on a fee basis. 



H. Sales strategy and plans 

• Explain how the revenues will be generated, with assumptions in the 
revenue model. 

• Plans to enter each state on a scheduled basis 

I. Five year sales forecast 
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• Give revenue projections in a tabular format 
J. Competition, positioning and unfair advantage 

• Explain the types of software now available. Talk about searches on 
YAHOO, GOTO, etc. and the types of sites located. 

V. Operations Plan 

A. Engineering plan 

• Explain how the system will be set up with regard to the automation, if not 
already done. 

B. Website plan 

• This product will be a web-site. 

• Will be linked, through "hot-links" to other relevant and critical sites. 

C. Manufacturing / outsourcing plan 

• Use outside contractor to write software and design program 

• Use provider to provide and maintain servers 

D. Facilities and administration plan 

• Here will the company be located? 

• How will it be run/administered? 

VI. Management and Key Personnel 

A. Organization 

• CEO=J.RogerKelley 

• VP's of each segment with directors under each VP for the regulatory 
topics 

• Etc. 
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B. Staffing and head count projections 

• List CEO and number of people required at each milestone giving 
amount of people at any point in time. 

• 

C. Detailed resumes of leadership 

• Enter my resume 

• Create resume or job descriptions of other individuals 
• 

D. Incentive compensation program 

• Present copy of employee stock option program. 

E. Company culture plan 

VII. Financial Projections 

A. Overview and key assumptions 

• Five year plan for the energy market 

• Assumptions from spread sheet 

B. Five year forecasts 

C. Income statement 

D. Balance sheet 

E. Cash flow statement 
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Regulatory Online Manager (ROM) was born out of a recognized need in the marketplace. ROM is an Internet 
accessible information management system designed to assist most industries worldwide in managing environmental, 
safety and regulatory compliance issues. As an Internet accessible system, ROM enters the market with many 
advantages: it offers a Aone stop shoppings automated system for regulatory compliance that represents a substantial 
savings over any traditional or currently available means to comply with governmental regulations; it provides this 
system on the fast developing Internet platform with smart-links to the major information centers for any industry 
(trade associations, agency web sites, information services, etc.), to provide easy access to relevant information; and 
most importantly ROM acts as an Aon-line consultants that will assist the user in determining regulatory needs, 
providing the tools necessary to fulfill those needs and complete the proper forms, and where possible, electronically 
submitting compliance reports to the appropriate regulatory agencies. ROM will be designedsuch that it will be 
compatible with the major accounting and information management systems. ROM will perform regulatory 
functions by sharing data with the usep=s accounting/database systems, while maintaining a companion Internet 
database of regulatory information and calculations. The ROM system will enable users to determine and assess 
compliance requirements and will provide the tools necessary to establish regulatory compliance. The ROM 
system also includes a digital library that will provide the user with a full complement of regulatory 
information and research services. In essence, ROM will be the fastest easiest and most cost effective way to 
assess regulatory needs, research ways and means to fulfill those needs and ultimately complete and file the 
required compliance reports. 

ROM=s revenue model is based upon the sale of these services through the Internet. ROM will charge an initial 
license fee to subscribers, for which it will provide initial operations training along with companion training 
materials (manuals) and a database s>stem that will link with the ROM system. ROM will then charge subscribers a 
monthly fee based upon the number of wells that the client operates. This subscription fee has been defined, based 
upon actual industry expenditures 1 on regulatory matters. The billing model is divided into three tiers, to allow for 
economies of scale for the few large operators. Multiple site licenses will be sold to larger companies that have 
multiple centers of operation. 

ROM has designed its business model and Internet system to achieve the highest levels of penetration into the market 
by developing the Business -to-Government (B2G) e-commerce Apipeline= to the government agencies. ROM has 
secured board members and other contacts that will greatly enhance this opportunity a the private as well as at 
government levels of contact. By being first into the market and providing theApipe!ine=, ROM will be able to 
achieve the projected market share plus more. ROM will provide links into other regulatory databases to create the 
one-stop-shop for all of the basic regulatory needs. 

In addition to the revenues from Internet sales, ROM expects to generate income from advertising on its increasingly 
popular web site. This site will be a magnet site for the regulated community as aclearinghouse for regulatory 
information, an as such will achieve high demand as an advertising medium, although the revenues from this source 
have not been included in the revenue model. ROM also expects some revenues from offline consulting for those 
client/users that are not able to solve all of their regulatory needs on-line. These services may range from assistance 
in data entry and decision making to on-site consulting and agency interaction for those more complicated problems 
that cannot be solved through standard channels. 

In the Oil and Gas production upstream market niche, ROM will be marketed aggressively through industry trade 
associations and association sponsored seminars. Once the world wide oil and gas energy market has been 
successfully penetrated, ROM in Phase II will make inroads into the coal, utility, refiningmanufacturing, and all 
other regulated industries, subject to feasibility studies and profit analysis. 

Beyond the need for effective software technology, ROM recognizes tre need to build a user friendly and industry 
friendly system that will satisfy the needs of even the least computer/Internet literate user. The interface will be 
designed to fit the industry, rather than requiring the industry to adapt to the system. 



API - Petroleum Industry Environmental Performance Report, Sixth Annual Report 



r 



ROM has secured the services of Bracewel! &Patterson (BP) LLP who are preparing the patent application as well as 
providing regulatory and corporate legal work on an equity/deferred billing basis. BP is ROM=s startup law firm. 
ROM has also conferred with two potential strategic technical partners, Xennax and Tenfold Corporation, to assist 
with the software development on a shared equity basis. ROM is seeking $1.0 M in seed capitol to begin the software 
and system development, and to launch the marketing progam. Upon receipt of this funding, ROM will $10 M in 
funding to carry the venture through first revenues and development of the energy market. ROM will ultimately seek 
public funding through an IPO within the first five years to provide the capital necesary to expand to the 
international market as well as the other targeted regulated industries. 
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REGULATORY ONLINE MANAGEMENT 
REVENUE ASSUMPTIONS 
Tier (One) - Five Year (Core Business) 

Cm *hoU dollars) 



ANNUAL 



Prt-Adoption 
Salary A Load 
Costs 

TIER (One) - ASSUMPTIONS (Core Business) 

licensing/Access Fees 

Regulatory Research 9,960 

Regulatory Reporting - (Oil & Gas Wells) 

SPCC Plans 6,076 

SARA Title HI 3,586 

Air Issues 42,430 

NPDES Water Discharge 498 

Underground Injection Control 10,657 

Production Reporting 20,219 

Waste Issues 4,084 

Safety Reporting 10,060 

Training 1 ,992 

Total Regulatory Reporting - (Oil & Gas Wells) 99,600 



Post Adoption 
Salary & Load 
Costs 



TIER (One) - ASSUMPTIONS (Core Business) 



ROMDC 

Client 
Breakeven 
Pricing 



kOMDC 
20% off 
Prt-Adoption 
Costs Pricing 



One Time 
Charges 



ROMDC 
Monthly 
Revenues 
Per/Well 



$109,560 









2,500 


25.00 


4,200 


5,760 


3,768 




3.14 


2,562 


3,514 


2,298 




1.92 


1,512 


2,074 


1.356 




1.13 


17,892 


24,538 


16,052 




13.38 


210 


288 


188 




0.16 


4,494 


6,163 


4,032 




3.36 


8,526 


11,693 


7,649 




6.37 


1,722 


2,362 


1.545 




1.29 


4,242 


5,818 


3,806 




3.17 


840 


1,152 


754 




0.63 


42,000 


57,600 


37.680 


0 


31.41 


$46,200 


$63,360 


$41,448 


$2,500 


$34.55 



KEY ASSUMPTIONS* 



fin whole dollars) 







Prt-Adoption Base 


Post Adoption Base 


licensing/Access Fees 






2,500 


Regulatory Research 




9,960 


4.200 


Environmental Reporting: 








Personnel Salaries: 








Professional/Owner/A&st. 




40,000 


30,000 






40,000 


30,000 






16,000 


12.000 






56,000 


42,000 






32,400 








11.200 




Total Personnel Salaries 




$99,600 


$42,000 


Break-out using time percentage factor: 








SPCC Plans 


6.1% 


6.076 


2.562 


SARA Title III 


.... 3.6% 


3,586 


1,512 




...42.6% 


42,430 


17,892 


NPDES Water Discharge 


0.5% 


498 


210 


Underground Injection Control 


10.7% 


10,657 


4.494 


Production Reporting 


,,20.3% 


20,219 


8.526 


Waste Issues 


4.1% 


4,084 


1.722 




...10.1% 


10,060 


4.242 




2.0% 


1,992 


840 




100.0% 


$99,600 


$42,000 






Monthly 




ANNUAL ADOPTION RATES: 




Well Factor 




YEAR (One) 


5.0% 


3.0667 




YEAR (Two) 


, ,,, 5.0% 


3.0667 




YEAR (Three) 


,,. 5.0% 


3.0667 




YEAR (Four) 


,,, 5.0% 


3.0667 




YEAR (Five) 


,., 5.0% 


3.0667 





WELL COUNT IN ITER (Three) 736,000 



* Tier (One) companies average 100 wells each and are 92 % of the 8.000 companies in the US. 




REGULATORY ONLINE MANAGEMENT 
REVENUE ASSUMPTIONS 
Tier (Two) - Five Year (Core Business) 

fat MthoU dollars) 



ANNUAL 





Pre-Adoption Post Adoption 
Salary & Load Salary £ Load 
Costs Costs 


ROMDC RdMDC 
Client 20% off 
Breakeven Pre-Adoption 
Pricing Costs Pricing 


Monthly 

One Time Revenues 
Charges Per/Well 


TIER (Two) - ASSUMPTIONS (Core Business) 
























20,000 


7.55 


Regulatory Reporting - (Oil & Gas Wells) 
















55,726 


26,215 


29,511 


18,365 




0.31 






13,720 


15,445 


9,612 




0.16 




7.812 


3,675 


4,137 


2.575 




0.04 


NPDES Water Discharge 


3,125 


1,470 


1,655 


1,030 




0.02 






48,755 


54,884 


34,156 




0.57 






37,485 


42,197 


26,261 




0.44 






19,845 


22,340 


13,903 




0.23 






74,970 


84,395 


52.522 




0.88 




40,102 


18,865 


21,237 


13,216 




0.22 


Total Regulatory Reporting - (Oil & Gas Wells) 
TIER (Two) - ASSUMPTIONS (Core Business) 


520.800 


245,000 


275,800 


171,640 


0 


2.87 


$520,800 


#REF! 


#REF! 


#REF! 


#REF! 


#REF! 



KEY ASSUMPTIONS 

(in whole dollars) 



Pre-Adoption Base Post Adoption Base 



Licensing/Access Fees 






20,000 


Regulatory Research 




52,080 


24,500 


Environmental Reporting: 








Personnel Salaries: 








Regulatory Manager 




100,000 


100,000 


Regulatory Professional 




85,000 




Safety Professional 




75,000 


75.000 


Regulatory Assistant 




50,000 








310,000 


175,000 


Load Factor of 40% 




124,000 


70,000 






434,000 


245,000 






86,800 




Total Personnel Salaries 




$520,800 


$245,000 


Break-out using time percentage factor: 








SPCC Plans 


10.7% 


55,726 


26.215 


SARA Title III 


, 5.6% 


29,165 


13,720 




1.5% 


7,812 


3,675 


NPDES Water Discharge 


0.6% 


3.125 


1.470 


Underground Injection Control 


19.9% 


103.639 


48.755 




,15.3% 


79,682 


37.485 




8.1% 


42.185 


19.845 


Safety Reporting 


30.6% 


159,365 


74.970 




2.7% 


40,102 


18,865 




100.0% 


$520,800 


$245,000 






Monthly 




ANNUAL ADOPTION RATES: 




Well Factor 




YEAR (One) 


... 5.0% 


0.3815 




YEAR (Two) 


... 5.0% 


0.3815 




YEAR (Three) 


.. 5.0% 


0.3815 




YEAR (Four) 


...,5.0% 


0.3815 




YEAR (Five) 


.. 5.0% 


0.3815 





WELL COUNT IN TIER (Two) 91 ,554 





REGULATORY ONLINE MANAGEMENT 
REVENUE ASSUMPTIONS 
Tier (Three) - Five Year (Core Business) 

(tn wAole dollars) 



ANNUAL 



TIER (Three) - ASSUMPTIONS (Core Business) 

Licensing/Access Fees , 

Regulatory Research 

Regulatory Reporting - (Oil & Gas Wells) 

SPCC Plans 

SARA Title III 

Air Issues 

NPDES Water Discharge 

Underground Injection Control 

Production Reporting 

Waste Issues 

Safety Reporting 



Pre-Adoption 
Salary & Load 
Costs 



81.480 

46.444 

23,629 
342,216 
2,444 

85,554 
131,998 

34,222 
131,998 



Training 16,296 

Total Regulatory Reporting - (Oil & Gas Wells) 



TIER (Three) - ASSUMPTIONS (Core Business) 



Post Adoption 
Salary <& Load 
Costs 



31.500 

17,955 
9,135 
132,300 
945 
33,075 
51,030 
13,230 
51,030 
6,300 



ROMDC 

Client 
Breakeven 
Pricing 



49,980 

28,489 
14,494 
209,916 
1,499 
52,479 
80,968 
20,992 
80,968 
9,996 



ROMDC 
20% off 
Pre-Adoption 
Costs Pricing 



33,684 

19,200 
9,768 
141,473 
1,011 
35,368 
54,568 
14,147 
54,568 
6.737 



One Time 
Charges 



30,000 



ROMDC 
Monthly 
Revenues 
Per/Well 



3.00 



0.28 

0.16 
0.08 
1.18 
0.01 
0.29 
0.45 
0.12 
0.45 
0.06 



814,800 


315,000 


499,800 


336.840 


0 


2.80 


$896,280 


$346,500 


$549,780 


$370,524 


$30,000 


$3.08 



KEY ASSUMPTIONS 

(in vJiole dollars) 



licensing/Access Fees 

Regulatory Research 

Environmental Reporting: 
Personnel Salaries: 

Regulatory Manager 
Environmental Professionals 
Environmental Professionals 
Environmental Assistant 
Environmental Assistant 
Safety Professional 
Safety Assistant 

Load Factor of 40% 

Auxiliary Personnel Factor 20% 

Total Personnel Salaries 

Break-out using time percentage factor: 

SPCC Plans 5.7% 

SARA Title III 2.9% 

Air Issues 42.0% 

NPDES Water Discharge 0.3% 

Underground Injection Control 10.5% 

Production Reporting 16.2% 

Waste Issues 4.2% 

Safety Reporting 16.2% 

Training 2.0% 

100.0% 



ANNUAL ADOPTION RATES: 

YEAR (One) 5.0% 

YEAR (Two) 5.0% 

YEAR (Three) 5.0% 

YEAR (Four) 5.0% 

YEAR (Five) 5.0% 



Pre-Adoption Base 





30.000 


81,480 


31,500 


100,000 


100,000 


80.000 




80,000 




50.000 


50.000 


50.000 




75,000 


75,000 


50,000 




485,000 


225,000 


194,000 


90,000 


679,000 


315,000 


135.800 




$814,800 


$315,000 


46,444 


17,955 


23,629 


9,135 


342,216 


132,300 


2,444 


945 


85.554 


33.075 


131,998 


51.030 


34.222 


13,230 


131.998 


51,030 


16,296 


6,300 


$814,800 


$315,000 



Monthly 
Well Factor 

0.0229 
0.0229 
0.0229 
0.0229 
0.0229 



WELL COUNT IN TIER (Three) 



54,933 





EXHIBIT 19 



Back - 



Search Fokters fl7I| ~ 



Address E:\Kefcry Shore Fie 1 l-15-06\ROMGRV*OMDC.PIans 



Ft)c and Folder Tasks 

Rename this He 
^ Move this file 
Q Copy this fie 

Publish this File to the 
0 £-fnaathtsfte 
^ Print tHs.fle 
X Delete this f2e 

Other Places 

fr^ ROMGR 
Q My Documents 
^ MyCoTDputer 
€jj My Net work Places 



Web 



.it ; I 



Name 

Copy of R0M0C.AS5UMP.rX0... 
ROMDC.ASSJ»f>.O4D300 
Copy of fWhart.S-00 
flowchart. 5-00 
Busnessp4an.06. 10.2000 
®Businessplan.06. 10.2000 
Qcopy of news?- 1-2000 
Q news?- 1-2000 
QBusrwssplan.O6.26.Z0O0 
^BusinesspJan.06, 26.2000 
Qcopy of Busines5plon.06.26.2... 
!|§ ROMGR S year Revenue Proj, . . 
^seed.cap 

S Copy of Newplan.outine 

0Newplan.outr* 

®Copy of ROMOC-REVENUES-vS 

^ROMDC-REVENUES-vS 

SJCopy of ROMDC-REVENUES-vl 1 

®ROM0C-REVENUES-vl 1 

® Revenue. U- 16-00 

53ROMDC-REVENUES-V6 

i§]8usnesspian.06.26.2000.pfop 

Sjjnewptan.prop 

*§]news.prop 

g]RO«DC.ASSUMP.prop 

@Busiresspldn.7,2000.prop 

Urbwchart.prop 



5fee Type Date Modeled * 

13KB WordPerfect 10 Do... 4/S/2000 5:08 AM 

13KB WordPerfect 10 Do... 1/5/2000 5:08 AM 

19KB WordPerfect 10 Do... 5/15/2000 3:S3PM 



Revenue. 1 1 -16-00 Properties 



General | Security [' Custom |: Summary j 
|Revenue.n.1W30 



Type ol He: Microsoft E xcel Worksheet 

Opens with: [§] Microsoft Olfice Excel [ Change." 

Location: 



See. 



E:\Kefley Share File 11-1 5-0S\fl0MGR\R0MDC.Pl 
27.0 KB ( jE:\Ketey Share Ffc 1 1 • 15^\R0MGR\RC»PC,Plans | 



Sceondrek: 28.0 KB (28.872 bytes) 



Created: Wednetday, Novembet 15. 2006. 3:07:13 PM 
Modified; Satuciay. Novembei 18. 2000. 12:15:44 AM 
Acceued Today. January 11. 2007. 6:34:01 PM 



Attrfcutes: Q Readonly □ Hidden 



Advanced... 



on 



] I Cancel | 





Total Wells Operating in USA = 

Total Operators in USA = 

Per Site License Revenue = 
Tier I Wells 
Tier II Wells 
Tier III Wells 

Tier 1 Well Factor = 

Tier II Well Factor = 

Tier III Well Factor = 

Salary Expense Index = 

Salary Inflation Factor = 



882487 
8000 
2500 
811888.04 
52949.22 
17649.74 
50 
5 
0.5 
1.25 
1.1 

Internet Subcription Rev. 



Month 


No. of License Sales 


License Sales Rev. 




Tier 1 


Tier II 


Tier III 


Total Monthly Rev. 


1 

i 

o 

£. 

1 
O 

A 
4 

c 
3 

c 
O 

J 

a 
O 

g 

1 u 
A 1 

1 1 


J3.0 


$o4,UUU.UU 


$1.00 


$183,557.30 


$18,355.73 


$1,835.57 


ff«07 7J« cn, 

$287,749.60 


14 


11 r 


>p04,UUU.UU 


$2.00 


<t*seT AAA CO 


<Tt ie TA A AC 

$36,71 1 .46 


Cl CIA AC 

$3,671.15 


$491 ,499.20 


15 


11 A 


*o4,uuu.uu 


$3.00 


(tcr a c~tA on 

$550, b/ 1 .89 


(re r\CT A ft 

$55,06 f .19 


$5,506. f Z 


$695,245.80 


16 


33.6 


««4 onn nn 


$4 00 


1714 99Q 1A 




17 149 9Q 


tAQA QQA 1Q 


17 


33.6 


$84,000.00 


$5.00 


$917,786.48 


$91,778.65 


$9,177.86 


$1,102,747.99 


20 


33.6 


$84,000.00 


$6.00 


$1,101,343.78 


$110,134.38 


$11,013.44 


$1,306,497.59 


21 


33.6 


$84,000.00 


$7.00 


$1,284,901.07 


$128,490.11 


$12,849.01 


$1,510,247.19 


22 


33.6 


$84,000.00 


$8.00 


$1,468,458.37 


$146,845.84 


$14,684.58 


$1,713,996.79 


23 


33.6 


$84,000.00 


$9.00 


$1,652,015.66 


$165,201.57 


$16,520.16 


$1,917,746.39 


24 


33.6 


$84,000.00 


$10.00 


$1,835,572.96 


$183,557.30 


$18,355.73 


$2,121,495.99 


25 


33.6 


$84,000.00 


$11.00 


$2,019,130.26 


$201,913.03 


$20,191.30 


$2,325,245.58 


26 


33.6 


$84,000.00 


$12.00 


$2,202,687.55 
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Business Plan Summary 



Company: 



Contact: 



Regulatory Online, Inc. 
1931 Humble Place Drive 
Suite 202 

Humble, Texas 77338 
J. Roger Kelley, President 



Type of Business: 



On-Line (Internet based) management of regulatory data and regulatory 
compliance issues. 



(Companyj Summaiy: Regulatory 

information management system designed to offer industry 
worldwide, a fully integrated service solution for managing 
regulatory compliance issues. This system will operate on the fast 
developing Internet platform with smart-links to the major 
information centers for any industry (trade associations, agency 
web sites, information services, etc.), to provide easy access to 
relevant information. ROL is an "on-line consultant" that will 
assist the user in determining regulatory needs, providing the tools 
necessary to fulfill those needs and complete the proper forms, and 
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where possible, electronically submit compliance reports to the 
appropriate regulatory agencies. ROL f s objective is to become the 
first application of its type on the Internet to market, and to 
become fully branded as a business-to-government (B2G) model 
that will successfully enable the user to perform compliance 
functions on an automated system and electronically submit the 
results to the target agency. 

Management: J. Roger Kelley, CEO, has worked for two major oil companies as a 

petroleum engineer and as a regulatory professional, 
for one regulatory agency and for three 
environmental consulting firms, two of which he 
started up and owned. He holds three degrees (BA- 
Biology, BS-Chemical Engineering, MS- 
Environmental Science) and currently is President 
and CEO of Kelley Engineering as well as ROL, 
Inc. He has been involved in many issue specific 
lobbying efforts both at state and federal levels on 
behalf of his employers and through the various 
state and federal based trade associations. 

Phil Rudd - Director of Marketing, has a bachelors degree in business and 
marketing from Millikin University in Illinois. Mr. Rudd has served 
worked as a marketing manager for over 25 years and has been 
responsible for building successful marketing programs for various 
organizations. He has also been successful in obtaining funding and 
starting up a medical gas management company in Oklahoma City, 
Oklahoma. 



Product Service and Competition: 

Funds Requested: $1,000,000.00 in seed capital for the first six months of operation and then 
$15,000,000.00 in the second round financing. 

Collateral: None 

Use Proceeds: Startup expenses include salaries, legal and consulting expenses to carry 

the company through second round financing 

Exit: The company plans to go public within first five years and then the investors can 

liquidate their positions on the public market to recoup their investment and 
profits. 
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Executive Summary 

Regulatory On-Line (ROL) was conceived out of a recognized need in the marketplace for a 
more efficient method of regulatory data management and reporting . Every branch of commerce 
and industry is subject to a certain level of government regulations in which they must comply in 
order to stay in business. These regulations apply to numerous facets of normal business 
functions including financial, transportation, environmental, safety, mineral management, etc., 
depending upon the nature of the targeted industry. Currently, these regulatory requirements are 
being managed either by in-house professional regulatory staff or by other in-house professional 
and administrative staff who out-source this function to regulatory consultants and/or attorneys, 
depending upon the size and complexity of the project. 

Many software products have been designed to address these regulatory issues, most of which 
are available on compact disks. A few issue-specific applications have even been made 
available in limited format on the Internet. However, no products have been developed that are 
equal in scope and application to ROL. ROL is initially designed and targeted for the oil and 
gas exploration and production (E&P) market, but will be readibly scalable to other industrial 
applications. 

ROL is an Internet accessible information management system designed to assist most industries 
worldwide in managing environmental, safety and regulatory compliance issues. As an Internet 
accessible system, ROL enters the market with many advantages. First, it offers an automated 
system for regulatory compliance, that represents a substantial savings over any traditional or 
currently available regulatory compliance methodology. Second, it provides this system on the 
fast developing Internet platform with smart-links to the major information centers for any 
industry (trade associations, agency web sites, information services, etc.), to provide easy access 
to relevant information. And third and most importantly ROL, acts as an "on-line consultant" (a 
one stop shop) that will assist the user in determining regulatory needs, providing the tools 
necessary to fulfill those needs and complete the proper forms, and where possible, electronically 
submitting compliance reports to the appropriate regulatory agencies. It also provides a rapid 
compliance reporting mechanism that is instantaneous when the client has impending 
compliance deadlines to meet. 

In order to most efficiently manage the regulatory compliance function, ROL will have the 
ability to share data with the user's well accounting data base system. ROL will perform 
regulatory compliance functions by sharing data with the user's accounting/database systems, 
while maintaining a companion Internet database of regulatory information and calculations. 
The ROL system will enable users to determine and assess compliance requirements for each 
scenario presented and will provide the tools necessary to establish regulatory compliance. The 
ROL system also includes a digital library that will provide the user with a full complement of 
regulatory information and research services. In essence, ROL will be the fastest, easiest, and 
most cost effective way to assess regulatory needs, research ways and means to fulfill those 
needs, and ultimately complete and file the required compliance reports with the appropriate 
government entity. 
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ROL's revenue model is designed to initially penetrate the oil and gas exploration and production 
(E&P) market, and is based upon the sale of these services through the Internet. ROL will 
charge an initial license fee to subscribers, for which it will provide initial operations training 
along with companion training materials (manuals) and a database system that will link with the 
ROL system. ROL will then charge subscribers a monthly fee based upon the number of wells 
that the client operates. This subscription fee has been defined, based upon actual industry 
expenditures 1 on regulatory matters. The billing model is divided into three tiers, to allow for 
economies of scale for the few large operators. Multiple site licenses will be sold to larger 
companies that have multiple centers of operation. 

ROL has designed its business model and Internet system to achieve the highest levels of 
penetration into the market by developing the Business -to-Govemment (B2G) e-commerce 
"pipeline" to the government agencies. ROL has secured board members and other contacts that 
will greatly enhance this opportunity at the private as well as at government levels of influence. 
By being first into the market and providing the "pipeline", ROL will be able to achieve the 
projected market share plus more. ROL will provide links into other regulatory databases to 
create the one-stop-shop for all of the basic regulatory needs. 

In addition to the revenues from Internet sales, ROL expects to generate income from advertising 
on its increasingly popular web site. This site will be a magnet site for the regulated community 
as a clearinghouse for regulatory information, and as such, will achieve high demand as an 
advertising medium, although the revenues from this source have not been included in the 
revenue model. ROL also expects some revenues from off-line consulting for those client/users 
that are not able to solve all of their regulatory needs on-line. These services may range from 
assistance in data entry and decision making, to on-site consulting and agency interaction for 
those more complicated problems that cannot be solved through standard protocols. 

In the Oil and Gas production upstream market niche, ROL will be marketed aggressively 
through industry trade associations and association sponsored seminars. Once the world wide oil 
and gas energy market has been successfully penetrated, ROL in Phase II will make inroads into 
the coal, utility, refining-manufacturing, and all other regulated industries, subject to feasibility 
studies and profit analyses. Due to the similarities among regulatory matters, the ROL system is 
readily scalable to other industries with minimal incremental development expense. 

Beyond the need for effective software technology, ROL recognizes the need to build a user 
friendly and industry friendly system that will satisfy the needs of even the least 
computer/Internet literate user. The interface will be designed to fit the industry, rather than 
requiring the industry to adapt to the system. 

ROL has secured the services of Bracewell & Patterson (BP) LLP who are preparing the patent 
application as well as providing regulatory and corporate legal assistance on a shared 
equity/deferred billing basis. BP is ROL's startup law firm. ROL has also conferred with 
potential strategic technical partners, Xenax and NET.FX, to assist with the software 
development IT functions on a shared equity basis. ROL is seeking $2.0 million in seed capitol 



i 
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to begin the software and system development, and then launch the marketing program. Upon 
receipt of this funding, ROL will seek first round funding of $15 to carry the venture through 
first revenues and development of the energy market. 

ROL will ultimately seek public funding through an IPO within the first five years to provide 
the additional capital necessary to expand to the international market as well as the other targeted 
regulated industries. 
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Overview 

(Regulatory! On -Line (ROL) is a next generation Internet accessible information management 
system designed to offer industry worldwide, a fully integrated service solution for managing 
regulatory compliance issues. As an Internet accessible system, ROL enters the market with 
many advantages: it offers a "one stop shopping" automated system for regulatory compliance 
that represents a substantial savings over any traditional or currently available means to comply 
with governmental regulations. It provides this system on the fast developing Internet platform 
with smart-links to the major information centers for any industry (trade associations, agency 
web sites, information services, etc.), to provide easy access to relevant information. And most 
importantly ROL acts as an "on-line consultant" that will assist the user in determining 
regulatory needs, providing the tools necessary to fulfill those needs and complete the proper 
forms, and where possible, electronically submitting 2 compliance reports to the appropriate 
regulatory agencies. ROL will be designed to be compatible with available accounting and 
information management systems. In the performance of these regulatory reporting and 
compliance functions, ROL will share data with the user's well accounting/ database systems, 
while maintaining a companion Internet database of regulatory information and calculations. 
The ROL system will enable users to determine and assess compliance requirements and will 
provide the tools necessary to establish regulatory compliance. The ROL system also includes a 
digital library that will provide the user with a full complement of regulatory information and 
research services. In essence, ROL will be the fastest, easiest and most cost effective way to 
assess regulatory needs, research ways and means to fulfill those needs and ultimately complete 
and file the required compliance reports. 

ROL's objective is to become the first application of its type on the Internet to market, and to 
become fully branded as a business-to-government (B2G) model that will successfully enable the 
user to perform compliance functions on an automated system and electronically submit the 
results to the target agency. This service will be provided to industry on the order of Quicken® 
or TurboTax® in " user friendliness" such that even the least technically sophisticated user can 
be successful. 

ROL will exploit two significant advantages in the marketplace. First, the common data base of 
information with automated data entry from existing company data bases will provide an 
efficiency that will benefit all users, no matter what size or level of technical expertise. Second, 
the B2G "pipeline" will make ROL the only vehicle on the market that provides this rapid 
reporting service. In being the first to market, ROL will have the opportunity for exclusive use 
of this pipeline. 



2 The electronic filing system will be referred to later as the "pipeline". This is one of the 
most exciting concepts, and is a primary barrier to entry for others that might follow. It can be 
compared to and best understood as a system similar to that being used to electronically file tax 
returns, but with much more power. 
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To exploit this opportunity, ROL is initially seeking $2.0 million in seed capital to provide the 
means to move the venture forward. Upon initial seed funding, ROL will begin seeking the $15 
million necessary in the form of second round funding to take the product into the first niche 
market and to develop future target markets. 



The Market: Industry Dynamics 

Industry worldwide is faced with a myriad of government regulatory requirements, the 
application and implementation of which has resulted in a significant impact to their bottom line. 
In response to this challenge, industry has been required to establish entire departments within 
their organizations in order to comply with these regulations, ranging in application from basic 
accounting and financial procedures to the very complex and costly environmental, industrial 
hygiene, and safety regulations. The staff required to deal with these government requirements 
include accountants, lawyers, doctors (M.D.'s), engineers, chemists, and other associated 
support staff The founder of Regulatory On-Line (ROL) recognized a need to provide a more 
efficient and cost effective means of achieving compliance with these regulations. The ROL 
solution is to revolutionize the way regulatory compliance is accomplished. 

Upstream Oil and Gas Exploration and Production Market 

The market for ROL is vast. To illustrate this point the following discussion will be centered 
around ROL's first "niche" market (U.S. upstream oil and gas production). Of the 8,000 
producers of oil and gas in the U.S.A., over 7,400 are considered medium to small independents 
who typically out-source the functions that ROL provides. These 8,000 producers operate 
approximately 884,000 oil and gas wells, each of which has specific and definite regulatory 
reporting requirements. ROL will generate revenues based on the number of wells that each 
user operates. ROL plans to capture 25% of the market of independent oil and gas producers 
over the first five years of operation. The capture rate increases at a more rapid pace as the 
"pipeline" for electronic document submission becomes the defacto "industry standard". The 
small to medium operators will be attracted to ROL for the cost savings as well as the ease of 
operation. The larger independent producers, as well as the major oil companies, will use ROL 
for its innovation in data management as well as the access to up-to-date and emerging 
regulatory information, thereby providing much needed regulatory support in every sector of the 
industry. 

In the upstream oil and gas production niche, ROL will be marketed aggressively through 
industry trade associations and association sponsored seminars. Once the world wide oil and gas 
energy market has been successfully penetrated, ROL in Phase II will make inroads into the coal, 
utility, reflning-manufacturing, and all other regulated industries, subject to feasibility studies 
and profit analysis. 

Beyond the need for effective software technology, ROL recognizes the need to build a user 
friendly and industry friendly data management system that will satisfy the needs of even the 
least computer/Internet literate user. The interface will be designed to fit the industry, rather 
than requiring the industry to adapt to the system. In the initial niche market, ROL believes that 
the potential users will be very diverse: 
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* Major producers - The regulatory staff professionals of the major oil and gas 
producers will use ROL to enhance their effectiveness, thereby enabling them to better 
address all of their regulatory needs 

• Independent Producers - These companies typically have a limited staff of 
professionals dedicated to the regulatory function and most have no staff members fully 
dedicated to this function. These duties are typically performed by staff members as an 
auxiliary function that tends to dilute their main focus of generating revenue form oil and 
gas production and marketing. ROL will be sufficiently simple and user friendly in 
application that a clerk, secretary or other administrative function within the organization 
will be able to fulfill the regulatory function with minimal input from the revenue 
generating staff members. 

* Regulatory Consultants, Accountants, Lawyers, etc. - The service sector will find 
utility in the ROL system for various functions ranging from information gathering to 
actual compliance functions and report filings of their clients. 

• Government Entities - All government agencies that are involved with or affect a 
sector of industry in ROL's market will find great utility in the services offered by ROL. 
These entities will use the calculation routines as well as the information services 
provided by this system. 

It is widely recognized that in the changing world of regulatory compliance, most industries find 
themselves wallowing in a sea of "red tape". A business to government (B2G) model, such as 
ROL, has tremendous potential and has already generated significant excitement from the 
smallest companies to top government officials. ROL is the first entity of this magnitude and 
format to penetrate this space. 
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Scalable Markets 

Once ROL has developed a system sufficient to meet the needs of the upstream oil and gas E&P 
market, the incremental cost to enter other regulated energy markets is much less, thereby 
enhancing the profitability of the mother system. Other energy related markets, e.g. refining and 
manufacturing, retail marketing, coal mining, power generation, etc., will use functional modules 
very similar, and in some instances identical, to those already developed for the original "niche" 
market. 



- 10- 



The Competition 



For over 20 years, J. Roger Kelley has managed the environmental and regulatory affairs for 
various oil and gas exploration and production companies. In his quest for a useful regulatory 
data management and reporting system, he discovered that many single issue programs were 
available on the market, but none of them offered the flexibility and utility that he required to 
manage the information for his clients. Each of the available systems required maintenance of 
separate data bases of duplicate information. It was his knowledge and understanding of this 
IproblerrJ that led Mr. Ke database compliance tool (the 

phrase "the Digital Roger" has already become somewhat of a company mission ). He 
understands the needs of the industry and has designed the technology of ROL to fit those needs. 
ROL has re-searched many of the search engines, i.e. Lycos, Yahoo, Google, GOTO, and others 
and has discovered thousands of references to regulatory and software combined. On GOTO, 
ROL discovered approximately 240 web sites that host environmental or regulatory software. 
However, none of these sites offered service over the Internet. The software was offered as a 
download, but not as an Internet solution. The State of Louisiana is beginning to offer drilling 
permits that may be completed and submitted over the Internet service. Most regulatory 
software is distributed on CD format or through direct download. These systems do not offer a 
data base link that would facilitate sharing of data with other systems. The Louisiana program is 
set up to receive the required data on Microsoft Excel® format, as do many other systems. 



Comment [DocXchang4]: Page: 6 
Encrgy_Net.com 



- 11 - 



Business Strategy 

ROL's objective is to become the first Internet service provider of its type to market, and to 
become fully branded as a business-to-government (B2G) model that will successfully enable the 
user to perform compliance functions on an automated system and electronically submit the 
results to the target agency. To achieve this objective, ROL's strategy is comprised of the 
following key elements: 

Be first to market with a fully-integrated, next generation Internet based 
compliance solution for the regulated industry, using a combination of a full-featured, 
commerce-enabled, interactive B2G website along with offline data-entry companion 
software. 

Obtain patent for ROL using Bracewell & Patterson- LLP, for the patent work. 

Begin with the E&P energy market and capture 25% market share during the first 
five years of operation. 

Work with the government regulatory agencies to develop a pipeline between 
ROL and these agencies for the electronic submission of reports, applications, etc. Have 
the first and most accessible vehicle available to access this "pipeline". 

Seek government funding from DOE, EPA, etc., to assist in development of the 
electronic "pipeline". This "pipeline" will be a significant benefit the government in 
encouraging compliance and reducing record-keeping costs. 

Strategically partner with technology providers to secure state-of-the-art 
technology for ROL system. Build an on-going relationship with these strategic partners 
for development of future systems continuance upgrades to the existing systems. . 

Enter other upstream as well as downstream energy markets during first five years 
of operation. Rapidly penetrate other markets with minimal incremental development 
costs by exploiting ROL's efficient and scalable design. 

Seek other regulated industry markets that fit the ROL business model for 
profitability and use. 

Take ROL public within the first five years and enter into the international 

market. 
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Execution of Business Strategy 
Milestones 

Begin With the Upstream Energy Market 

ROL will begin by building a development team for the upstream energy market. This team will 
consist of regulatory professionals from this sector of the industry. ROL will hire a team leader 
or director that has high level industry experience in regulatory affairs. The team leader will be 
assisted by managers with expertise in the areas of environmental, safety, minerals management, 
and proration accounting. Each of these managers will be responsible to develop the data input 
for the modules designed in their area of expertise. As the need arises, each manager will be 
provided a team of associates to help in these tasks. These associates and managers will also be 
trained for future use on other market systems. 

ROL will acquire a team leader or director during the first month of operation for the upstream 
energy market. This director will begin working with the CEO to find managers for each of the 
regulatory issues being developed in this phase of the system. These managers should all be in 
place and functioning by the end of the second month and ready to supply input to the program 
for the preparation of code. The upstream energy system will be up and running by the end of the 
first year. Marketing will begin with the trade association meetings in the 5 th month of Year 
One, (May 2001). Following these meetings which run through July, individual seminars will be 
organized in the target states to market the system. First revenues will be expected in the 12 th 
month from the upstream energy market. 



ROL is seeking $2.0 million to carry it through the first six months of operation. During that 
period of time, ROL will be seeking second first round funding in the order of $1 8 million to 
carry the project through profitability and ultimately to the IPO stage. Table 1 illustrates the 
capital needs during this six month period. Once ROL has the seed capital in place and the 
software system is well into the development process, ROL will be able to approach several 
investors that have expressed an interest in participating in the development of this product. In 
particular Online Energy Solutions (OES), a subsidiary of EOG Resources has expressed an 
interest in participating as a strategic partner. OES brings not only capital investment, but also 
expertise in the Internet as well as contacts in the energy market. 



Funding 



Expense Type 



Table 1 - Seed Capital Requirements 

Monthly Six Month Total 



Salaries 

CEO 



$18,750.00 



$135,000.00 
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Controller 
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Sales Assistant 


$2,500.00 


$10,000.00 


Trainer 


$5,000.00 


$20,000.00 


Trainpr Accictant 
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Accounting 
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Total Salaries 


ecu ci t nn 
$532,53 1. UU 


Software Dpvplnnmpnt 


ten 000 00 
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Rent 


$7,500.00 


$45,000.00 


General Office Expense 


$2,000.00 


$12,000.00 


Travel and Marketing 


$17,810.00 


$53430.00 


Legal 


$5,834.00 


$35,004.00 


Total Expenses 


$83,144.00 


$445,434.00 




TOTALS 


$977,965.00 



Marketing 

ROL will market the system through the industry trade association network and through 
seminars set up through this network. The initial upstream module will be on-line and ready for 
sales by the end of the first year. The market will be developed in the major oil and gas 
producing states initially, and then ultimately to the entire United States. The Petroleum 
Technology Transfer Council (PTTC) along with the Independent Petroleum Association of 
America (IPAA) and other state oil and gas trade associations have been called upon to assist in 
this effort and have expressed significant interest in this product. 

ROL expects to penetrate this "niche" market at the average rate of 5% per year for the first five 
years of operation. The digital "pipeline" will greatly enhance our ability to do so. ROL will 
have the only vehicle available of this magnitude that will be able to service this "pipeline". The 
"pipeline" concept has been much talked about in the regulatory and industry community, but 
has never been accomplished in the magnitude that ROL is proposing. 
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Developing Other Markets 

ROL plans to enter the downstream energy market, namely retail marketing, power generation, 
refining and manufacturing. All of these industries have needs that are sufficiently similar to 
those of the upstream energy market, making this product very scalable. Movement into these 
areas may be accomplished with minimal incremental cost. 

ROL plans to begin development on the retail marketing and power generation compliance 
system at the beginning of the second year and begin marketing this system at the beginning of 
the third year. At the same time, ROL plans to begin development of the refining and 
manufacturing system at the end of the second year, with plans to go to market at the 3 14 year 
time point. The refining and manufacturing system is somewhat more complex than the other 
systems and will take longer to design and implement. 

Secondary energy sectors that will be researched and embarked upon, if the market proves to be 
prolific, are the coal and uranium mining and processing industries. 

Given this marketing plan, ROL will have captured the majority of the "low hanging fruit" of the 
energy industry. The strategy from that point will be to enter other regulated industries in the 
United States and international markets. 
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The Market 

The ROL market is the entire regulated community. The initial target market for ROL is the 
upstream energy market. According to IPAA statistics, there are approximately 8,000 oil and 
gas companies of varying sizes in the U.S. alone, all of which represent potential users of the 
ROL system. Of these 8,000 producers, over 7,400 are considered medium to small 
independents who typically out-source the functions which ROL provides. Based on API 
statistics, this average producer operates approximately 100 oil and/or gas wells. The remainder 
of this number consists of large independent producers and major oil companies. Within this 
market, the potential user-operators range from the smaller independent operators that are not 
currently complying with all of the regulatory requirements out of fear, i.e fear of the unknown 
costs and potential consequences of compliance; to the very sophisticated operators that are in 
need of a tool to mange the enormous volume of regulatory data and reports that are required. 
These 8,000 producers operate approximately 884,000 oil and gas wells in the United States for 
which each well has specific and varying regulatory reporting requirements. 

The environmental, safety and regulatory needs of this market are twofold. First, there is a clear 
need for a reduction in regulatory compliance costs. Under the increasingly unstable oil and gas 
market, producers are constantly looking for ways to reduce overall production costs, one of 
which is regulatory compliance. ROL presents a more efficient and cost effective way to 
manage these compliance issues. According to the American Petroleum PIPE Study 1 , over the 
five year period prior to 1996, the E&P industry spent an average of $786 million per year on 
environmental operational issues alone, excluding capital expenditures and re-mediation costs. 
These figures translate to an average annual expenditure for the average sized independent of 
over $7,400.00 per month. For the year 1996, this figure had escalated to $820 million or over 
$7,700.00 per month per company ($7730 per well). With the increase in government 
regulations since that time, the costs have not decreased. It should be noted that these cost figures 
do not include expenditures for other regulatory compliance issues, (e.g. safety, regulatory, DOE, 
etc). These figures represent only those associated with environmental compliance. ROL will 
allow this same size company to manage these regulatory issues completely "in-house" over the 
Internet service for a significantly discounted overall annual cost. 

In addition to the cost reductions, there exists a need in the industry to increase the level of 
environmental, safety and regulatory compliance among its member companies. Increased 
compliance enhances the industry's position with the public, regulatory, and legislative sectors. 
The public relations issue is becoming more and more critical under the current market and 
political environments. 

ROL will streamline compliance efforts by providing a quick and easy way for producers to 
determine their regulatory obligations without having an intimate and in-depth understanding of 
these regulations and how they apply. ROL provides an automated system that, combined with 
the company's existing well accounting systems, will allow the user-operator to generate reports 
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and filings, as well as perform the necessary engineering calculations. It will, by design serve as 
an educational tool, and serve to increase the users awareness of the issues. 

Briefly, the benefits of the system include: 

• Increased environmental, health and safety awareness through technology 

• Increased co-operation with the agencies and compliance with the regulations, 
thereby reducing risk exposure 

• Reduction in overall compliance cost (time & money) 

• Improved public perception through pro-active environmental, safety, and 
regulatory efforts 

As a benefit to government, ROL will necessarily provide a system that will generate statistical 
information to the Department of Energy and other interested agencies, regarding the relative 
effectiveness of certain regulations. This data will provide government with the statistical 
information to these agencies that will enable them to evaluate trends in reporting, enforcement, 
compliance, etc. that will allow both government and the industry to evaluate the utility of a 
regulation or the regulatory process. This style of information transfer will help to level the 
playing field between these two factions and provide for a more informed working relationship. 
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Our Position in the Market 

ROL enters the market as a sole source provider of Internet based regulatory consulting services. 
The Internet has evolved to a point where the general public is comfortable with finding 
information and making purchases over the web. By offering this service on the Internet, ROL 
exploits the "e-commerce" business to government (B2G) sales model which offers a product for 
sale to businesses on the Internet and electronic transmission ("Pipeline") of that product to the 
appropriate governmental agency , while at the same time offering other value added 
enhancements that draw users to the site. An Internet provider achieves success by providing a 
wide selection of services at attractive prices along with an effortless experience. Success will 
be realized by delivering higher levels of service through the Internet than users can currently 
obtain from a consultant (in person), but at a reduced cost and with other enhancements. ROL 
can provide valuable services inexpensively and at a more comfortable level. Many of the 
smaller to medium size companies have a fear of the potential (unknown) costs and liabilities 
involved in getting an outside regulatory professional or attorney involved in their regulatory 
affairs. ROL provides a very controllable method, from the standpoint of both cost and liability, 
of researching and evaluating regulatory needs. 

ROL will build an Internet (magnet) site by providing links to other products, services, 
government agencies, etc. Partnerships and alliances will be created with other non-competitive 
providers of information and services to establish the critical mass needed to become an industry 
magnet. In essence, ROL will syndicate these information resources and provide them as a 
service to the users. ROL will use a dedicated search engine, tied in with other search engines 
of other web sites through smart-links, to help the user to find the information and services. In 
order to provide users with value added information and assistance, ROL will provide answers 
to frequently asked questions for each module or category. ROL will use all of these information 
resources to attract clients and to generate new sources of revenue, such as advertising and/or 
sales of complementary products and services. The anticipated result of providing value added 
information on the ROL web site will be to consolidate parts of the value chain. With this 
approach, ROL will reduce costs for clients by reducing the number of entities they have to deal 
with in the value chain, thereby making the entire site more attractive to advertisers, and user 
friendly to clients. 
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How ROL Will Capture Market Share In It's First Niche Market - Upstream 
Oil and Gas Energy 

ROL plans to capture at least 25% of the market over a five year period. The capture rate will 
increase at a more rapid pace as the "Pipeline" for document submission becomes the defacto 
industry standard. ROL revenues will be based mainly on client usage, which is in turn driven 
by well count. The primary market for ROL in this niche is the smaller producer (average 1 00 
wells). This segment represents more than 85% of the wells in the United States.. 

The client/user will pay an initial site licensing fee of $2,500.00, cost per well per month (see 
revenue model). 

Other sources of revenues considered but not included in the revenue analysis include income 
from advertising, and the sales of documents and regulatory materials on the infobase. The list of 
oil and gas company service providers is vast and the exposure offered by ROL will be sufficient 
to command a premium for advertising space. 

The main avenue of contact to the oil and gas industry will be through the oil and gas industry 
trade associations, both at the state and the national level. Presentations at regularly scheduled 
trade association meetings as well as jointly sponsored trade association seminars will be 
conducted. ROL will also sponsor event at these meetings to establish a presence in the industry. 
The Petroleum Technology Transfer Council (PTTC) which operates under funding from the 
U.S. Department of Energy (DOE) and the functional support of the Independent Petroleum 
Association of America (IPAA), is aware of ROL and is prepared to support it with jointly 
sponsored technical seminars across the country as it has heretofore conducted with other 
petroleum technologies. The mission of the PTTC is to disseminate innovative technology to the 
petroleum industry for the purpose of the advancement of the energy industry in the United 
States. ROL will, by design, encourage and enhance compliance with all of the regulations that 
apply to the exploration and production of oil and gas and will therefore entice the PTTC to 
support the ROL system. 

Other state and national oil and gas trade associations will provide similar support through 
endorsements and promotion. The Texas Independent Producers and Royalty Owners 
Association (T1PRO) has expressed an interest in ROL and has in the past sponsored seminars 
with Kelley Engineering (Roger Kelley is CEO of ROL) as a means of providing information to 
their members and to help build membership. Other potential sponsoring organizations include 
the Gas Research Institute (GRI) and the Interstate Oil and Gas Compact Commission (IOGCC) . 
ROL will use and endorse products that these entities have sponsored and developed, e.g. 
engineering calculation applications and information databases. 

ROL will advertise extensively in the widely read periodicals of the oil and gas industry, e.g. Oil 
and Gas Journal, E&P (IPAA), Oil and Gas Investor, World Oil, Offshore, etc. ROL will also 
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produce a compact disk based presentation that will be selectively mass mailed to the industry. 
This promotional CD will contain a narrated presentation of our product, ending with the web 
site URL which will launch the potential user into a sample Internet session of ROL. 
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Financial Overview 

ROL expects to use the net proceeds from the seed capital funding to propel the company into 
the first round financing. ROL expects to raise $1 .0 million in seed capital, with which it will 
hire the skeleton staff necessary to begin providing input into the regulatory model. This initial 
funding will also provide the resources necessary to begin working on the actual code for the 
Internet software system. Seed capital is designed to carry the company through the first six (6) 
months of operation, by which time ROL expects to have secured the second round of funding. 
The ground work for this round of financing has already been prepared with a few sources of 
capital, including strategic partners. The first round financing will provide the resources 
necessary to complete the system development, hire the necessary talent to take the system to 
market and for the development of services for the client/users on the system. 

ROL's revenue sources include site license fees, monthly subscription fees based on well count, 
advertising, and consulting services. 

Revenue Model 

ROL's revenue model is based upon the sale of these services through the Internet. ROL will 
charge an initial license fee to subscribers, for which it will provide initial operations training 
along with companion training materials (manuals) and a database system that will link with the 
ROL system. ROL will then charge subscribers a monthly fee based upon the number of wells 
that the client operates. The billing model is divided into three tiers, to allow for economies of 
scale for the few large operators. Multiple site licenses will be sold to larger companies that have 
multiple centers of operation. 

According to the aforementioned API study, the industry spends approximately $820 million 
annually on environmental regulatory compliance alone. The active well count for the US is 
approximately 884,000. Based on these figures, the average per well expenditure is $927 or 
$77.00 per well per month. If we take this figure and discount it 25%, then the monthly usage 
fee or subscription rate for the ROL system is set at $58.00 per well per month or $5,800.00 per 
month for the average customer. ROL will apply this subscription rate to the industry on a 
sliding scale from the smaller to larger operators in three tiers. 

Tier One users represent approximately 92% of the market and operate approximately 736,000 of 
the wells in the US. The companies in this tier operate an average of 100 wells per company. 
The other two tiers (two and three) represent 5% and 3% of the market share of the wells 
respectively. Tier Two users represent approximately 5% of the market and operate about 
91,500 of the active wells in the US and Tier Three users represent 3% of the market or 55,000 
of the total wells. The billing for each Tier will be established to provide the user with a 
reasonable economy of scale by applying their well count to a sliding well factor scale. 
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Business Model 

ROL has designed its business model and Internet system to achieve the highest levels of 
penetration into the market by developing the B2G e-commerce "pipeline" to the government 
agencies. ROL has secured board members and other contacts that will greatly enhance this 
opportunity at the private as well as at government levels of contact. By being first into the 
market and providing the "pipeline", ROL will be able to achieve the projected market share plus 
more. ROL will provide links into other regulatory databases to create the one-stop-shop for all 
of the basic regulatory needs. 

In addition to the revenues from Internet sales, ROL expects to generate income from advertising 
on its very popular web site. This site will be a magnet site for the regulated as a clearinghouse 
for regulatory information, an as such will achieve high demand as an advertising medium, 
although the revenues from this source have not been included in the revenue model. ROL also 
expects some revenues from off-line consulting for those client/users that are not able to solve all 
of their regulatory needs on-line. These services may range from assistance in data entry and 
decision making to on-site consulting and agency interaction for those more complicated 
problems that cannot be solved through standard channels. 

ROL plans to exploit the US energy market during the first five years of operation. Once this 
market is secure, ROL plans to enter into the International energy market. In addition to the 
energy market, ROL expects to seek out and penetrate any of the regulated industries for which 
the system applies and that are profitable, e.g. financial and banking, dry cleaning, funeral 
homes, waste disposal facilities, etc. 

ROL anticipates taking this company public prior to or by the fifth year of operation. The net 
proceeds from this IPO will be used to penetrate these other markets through standard market 
research and development as well as through acquisition of market share. 

(Detailed financials will be provided upon request) 
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Board Members 

ROL has secured a Board of Directors in which each member adds significant expertise to this 
venture. 

W. Marvin Watson is President and CEO of Megahealth, a multi-level marketer of health care 
products. Mr. Watson's background in government and industry is extensive. He has served as 
assistant and advisor to the Chairman of the Board for Occidental Petroleum as well as for Lone 
Star Steel Inc. Mr. Watson has also served in government as the Chief of Staff to US President 
Lyndon B. Johnson and later as Postmaster General of the United States of America. 

Ambassador Jim Jones is a former Congressman from Oklahoma that served as Chairman of the 
House Budget and Finance Committee, Ambassador to Mexico and most recently as an 
investment banker and attorney. 

Loren Carrol , with extensive experience in the energy business and finance community is 
currently Chief Executive Officer of Smith International, Inc. a service and equipment provider 
to the energy industry worldwide. 

Michael Cantrel is a past president of the Oklahoma Independent Producers Association, The 
National Stripper Well Association, and is currently on the executive board of Save 

Domestic Oil, an industry special interest organization whose mission is the development 
of an equitable National Energy Policy for the United States. Mr Cantrel is also past president 
and owner of Oklahoma Basic Energy Company (OBEC), an independent oil company which he 
recently sold. Mr. Cantrel has served as an advisor to the Governor of Oklahoma as well as 
several Congressmen and Senators on energy related matters, as well as government regulatory 
matters. 

J. Roger Kelley comes to ROL with 25+ years experience in the energy industry. Mr. Kelley has 
worked for two major oil companies as a petroleum engineer and as a regulatory professional, for 
one regulatory agency and for three environmental consulting firms, two of which he founded. 
Mr. Kelley has earned three professional degrees (BA, BS, MS) and currently is President and 
CEO of Kelley Engineering as well as ROL, Inc. He has been involved in many issue specific 
lobbying efforts both at state and federal levels on behalf of his employers and through the 
various state and federal-based trade associations. 
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The Product 

ROL is an Internet accessible system designed to assist companies in managing their 
environmental, safety and regulatory compliance needs. The system will enable a client to assess 
the compliance requirements for their particular operations, and once those requirements are 
determined, it will provide the tools necessary to perform the appropriate regulatory compliance 
tasks. The information and tools will consist of explanations of the regulations, the actual text of 
the regulations with annotations explaining their significant requirements, information regarding 
forms, fees and penalties, agency specific contacts, and pROLpt driven compliance procedures. 
The system will ultimately perform the calculations required to complete the regulatory filings 
and then populate the agency reporting forms with these results (as electronic filling becomes 
more available/required, ROL will be building the "pipeline" to make it all happen). 

For example, an operator of an oil well desiring to determine the air compliance requirements 
for a production compressor station would initially log on to the system to find out the regulatory 
requirements. He would access the "air module" and in that model he would be prompted to 
enter the facility and equipment specific information, i.e. location, equipment type and 
specifications (size, horsepower rating, etc.). The system would then respond by providing the 
user with a list of the applicable regulations for the compressor stations for that particular 
location and lead the user through a series of questions that will ultimately reveal the regulatory 
requirements for that facility. From that point, the operator could access more information and 
tools, including an interactive procedure for complying with the regulations. The full text of the 
regulations with explanations would also be available to them. 

Finally, the user will be asked to enter the necessary data, 9i.e. equipment specs, facility and site 
specific data, personnel data, etc). The system in response, would calculate the air emissions 
associated with this facility and complete the necessary forms and applications for compliance 
with state and/or federal regulations. These calculations and forms will then be made available in 
report format to the user for their review, and approval, and electronic submission (the 
"pipeline") to the relevant government agencies. The same routine would follow for the other 
regulatory statutes that apply. 

In summary, ROL will be a combination of a full-featured interactive website along with offline 
data-entry companion software. Once ROL has been developed for the Oil and Gas Exploration 
and Production industry, the same data base system and even the same regulatory and calculation 
functions can be modified to serve other industries, i.e. coal, electric utilities, the chemical 
manufacturing industry, the refining industry, and many other industries that are regulated and 
that require similar compliance activities, reports, etc. 

The ROL "Pipeline" (or means of electronic compliance submission) that has been mentioned 
earlier, is already a concept that has created a high level of interest with the state and federal 
agencies. Until now, the knowledge base and technology has not been assembled properly to 
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facilitate such a vehicle. ROL has not only assembled the relevant information, but has initiated 
contacts with numerous with numerous state and federal agencies who have indicated their 
willingness to cooperate and embrace this new technology transfer system. 

The creation of the "Pipeline" will do three things: 1) increase market share as it will be the 
preferred method of compliance to governmental agencies; 2) create a significant barrier to entry 
for those that follow as it is unlikely that governmental agencies would be interested in 
supporting or funding another company ir system thatwil be a duplication of services; and 3) 
increase overall regulatory compliance by adding yet another feature to the ROL core software 
that would make it even easier and less intrusive to file. 
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Program Architecture 

ROL will be designed to provide regulatory compliance support through the previously described 
interactive process. The user will follow a decision tree analysis type procedure that will walk 
them through each specific compliance function. 

Let's get back to our first niche market and be more specific in order to gain a greater 
understanding. It will be important to understand that many of the concepts presented in this 
specific example are homogeneous and can be applied to most industries. 

Let us take a look at the example of an oil production company. In order to make the best use of 
company production information, ROL will establish or create "hot links" (protocols) with 
programs that provide oil and gas well accounting services, e.g. Excaliber (Prodigy) and Rough 
Neck, thereby making full use of the existing information in the company data base . These "hot 
links" will enable the sharing of existing company information, thereby reducing the data entry 
function. The successful use of these links or protocols is a significant part of the system's 
function. Data entry methodology will be discussed at the end of this section. 

In addition to the generation of compliance data and reports, the regulatory compliance portion 
of the program will include contact information for the various state and federal agencies in the 
form of names, addresses, telephone numbers and email addresses for these contacts. This 
function will also include access to the required reporting forms for spills, releases, upset 
conditions, accidents, etc. Including other compliance reporting forms required by the state and 
federal agencies, (i.e. mechanical integrity reports, discharge monitoring reports for NPDES 
compliance, sundry notices for BLM/MMS reports, production reports, SARA Title III 
inventory and release reporting forms, etc). These forms will be populated from either the 
company's information data base and/or from calculations performed using this information. 

Also in this portion of the system, ROL will enable the user to access and use industry accepted 
and government approved calculation routines. One such routine is the Tanks (Chief®) program 
developed by the EPA to calculate air emissions from chemical and hydrocarbon storage tanks. 
These calculations are accepted by the federal agencies and sanctioned (and in some cases even 
required) by various state agencies. Another similar calculation routine is the Glycalc® 
program developed by the Gas Research Institute (GRI). This program calculates hydrocarbon 
and hazardous air pollutant air emissions (HAP's) from glycol dehydration units that are used to 
remove excess water from produced natural gas prior to its sale. Each of these programs are 
currently being distributed on a cost basis. Through negotiations currently underway, each 
program may be accessed through a multi-user license for incorporation into the ROL system. 

The ROL system will be extremely user friendly, such that even the smallest oil and gas 
companies (or any other user) will find it easy to work through and obtain their desired goals 
without the perceived feelings of outsider intrusiveness (i.e. checking out their "dirty laundry") 
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from consultants or other third parties. In addition to the calculation routines, ROL will provide 
"strawman" examples for other routine regulatory documents, e.g. Spill Prevention Control and 
Countermeasure Plans (SPCC), Oil Spill and Emergency Response Plans for environmentally 
sensitive areas, applications for permits to drill or explore on Federal leases, SARA Title III 
Compliance reports, etc. These documents will be designed to include the basic requirements for 
compliance with these types of regulations, without the inclusion of any extra provisions that 
might cause the user to incur any unnecessary liability. ROL will retain the appropriate legal 
counsel to manage the risk for this part of the system. Currently Bracewell & Patterson has 
agreed to be a strategic partner in this capacity, as well as in other functions. . 

Companion to the regulatory compliance portion of ROL is a digital library that will provide 
"fingertip" access to regulatory laws, agency regulations based on these laws, guidance 
documents from agencies and trade associations, as well as online access to other information 
services. The digital library portion of the program will provide access to information generated 
by ROL as well as other commercially available products. ROL will provide links to the web 
sites of the state and federal agencies. These links will be intelligent links designed to direct the 
user to the information pertinent to their particular questions. Many of the agency web sites are 
complicated for the novice user and sometimes even for the veteran user. ROL will have a team 
that will be dedicated to searching these sites and providing these links using an industry friendly 
search methodology. In addition, this team will remain current on all regulatory as well as policy 
developments within these agencies and maintain the program library to reflect those changes, 
and potential updates. In summary, the digital library of information in ROL will: 

1 ) Increase the access to current regulations and greatly reduce the cost of accessing this 
information through conventional methodology. 

2) 

Other information sources that will be provided include many that are currently commercially 
available through other services. As the premier and only product that provides the "one-stop 
shopping" service, these providers are anticipated to allow ROL to maintain and sell these 
services on a royalty basis. This same arrangement is available for guidance documents 
provided by agencies and industry trade associations. For example, documents published by the 
American Petroleum Institute (API) such as recommended practices, standards, etc., may be sold 
by ROL with a royalty provided to the API for each sale. Publications by the International 
Standards Organization (ISO) will also be provided. Currently, API and other industry standards 
are being converted into ISO type standards and made available to the international regulatory 
community. 

ROL plans to be able to provide, wherever appropriate and economical, copies of international 
standards and regulations in foreign and English translations. Of course these products will be 
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developed only to meet specific market needs. The regulations, standards, etc. will be provided 
to the users in an Adobe® type, read-only format. 

Another function that will be possible with ROL is electronic submission of all regulatory reports 
(the "pipeline") wherever such reporting is allowed. ROL plans is to obtain DOE and other 
government source grant monies to assist the states in building the "Pipeline". 

Data Entry Technology 

ROL is forming a relationship with LeoOne. LeoOne supplies data transmission through Low 
Earth Orbit Satellites (LEO's). Data transmission to a LEO can occur from any spot in the world. 
ROL proposes to use hand-held, write-ready devices that can be used by oil and gas company 
lease operators or gaugers to record and input production data (this also has application in other 
industries). This data input will be transferred directly, after review by an immediate supervisor 
or other company designee, into ROL's secured data base for that company. These hand-held 
computers will enable the lease operator to make changes in equipment and other facility 
information if necessary, as well as to provide comments pertinent to the operation of the 
individual wells and production facilities. Companies that use the ROL network will discover 
tremendous cost savings in the handling of this information. The daily gauge reports will be 
printed based upon the information that the lease operator inputs. This system will have the 
capability to calculate oil and gas production given the actual tank gauges, differential pressure 
readings, etc. in real time. Quality control checks can be employed at whatever level the user 
desires. The data input, hand-held devices will allow the user to receive production data from 
any spot on the globe. The same data that is entered using these devices will be routed into the 
data base that accesses the ROL compliance routines, thereby completing the loop on company's 
data and regulatory management system. 
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(Executive} Summary 



Regulatory-On-Line (ROL) is an Internet based, proprietary data management tool that will enable even the least 
astute to be successful in the area of governmental regulatory compliance. ROL is a full-featured, commerce- 
enabled, interactive business-to government (B2G) website coupled with offline data-entry companion software. 
ROL will make it possible for regulated businesses to determine what regulations apply to their operations, enter 
into a working session that will prompt the user to enter the appropriate information to determine and ultimately 
accomplish compliance with the rule. The ROL system uses a patented automated system in the calculation and 
completion of these reports, while providing the user constant oversight during the entire process. The user will be 
able to file the required compliance reports and information electronically through an electronic pipeline designed 
for that purpose, thereby completing the B2G aspect of the product. 

As an automatic and user friendly system, ROL will allow the businessman to accomplish the regulatory compliance 
function with minimal input, thereby allowing him to focus on his main business without the worries and 
uncertainties that are inherent in government regulations. ROL will also allow the businessman to accomplish 
compliance functions in-house that might otherwise be "out-sourced" at a much greater cost. Using the ROL system 
provides the user a level of security and confidence that can only be achieved through a professional regulatory staff. 
The professional ROL team has the level of expertise necessary to provide the user with complete regulatory 
compliance packages on a much more cost effective basis. 

ROL's goal is to come out of the box with a first- to market, ad campaign that will make ROL a household name in 
the regulated community. Energy will be our first niche market, beginning with the oil and gas exploration and 
production industry. To achieve this high level of awareness, ROL will utilize the following: 
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• Key industry trade journals 

• Trade association 

• lectures / presentations / show / newsletters, 

• Direct mail, 

• Internet web-site, 

• Outside sales force, 

• Testimonials and, 

• Letters of intent. 



In our ad campaign, ROL plans to use a creative agency as well as a media buying agency to enhance the 
professional appeal and to cut costs. 

ROL is seeking $2,00,000.00 in seed capital to carry the business through the first six months of development. 
These funds will be used for creation of the program requirements document, completion of patented software and 
system development, initial marketing costs, development and support costs and administrative costs. ROL expects 
to generate net income beginning the month of the 2 nd year. 

Upon receipt of seed capital, ROL will pursue second round financing of $18,000,000.00 to be used to enhance the 
penetration into the initial niche market as well as to pursue the development of other niche markets, i.e. refining- 
manufacturing, power-retail, banking, and international markets. Cost and revenue models will be developed to 
determine the profitability of each niche market. The ROL system is readably scalable to these markets with 
minimal development costs due to the similarities in application. 

ROL anticipates raising additional capital through an initial public offering (IPO) by the fifth year. Investors will be 
issued registered stock that may be redeemed at the time of the IPO. 
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jExecutivej Summary 

Regulatory-On-Line (ROL) is an Internet based, proprietary data management tool that will enable even the least 
astute to be successful in the area of governmental regulatory compliance. ROL is a full-featured, commerce- 
enabled, interactive business-to government (B2G) website coupled with offline data-entry companion software. 
ROL will make it possible for regulated businesses to determine what regulations apply to their operations, enter 
into a working session that will prompt the user to enter the appropriate information to determine and ultimately 
accomplish compliance with the rule. The ROL system uses a patented automated system in the calculation and 
completion of these reports, while providing the user constant oversight during the entire process. The user will be 
able to file the required compliance reports and information electronically through an electronic pipeline designed 
for that purpose, thereby completing the B2G aspect of the product. 

As an automatic and user friendly system, ROL will allow the businessman to accomplish the regulatory compliance 
function with minimal input, thereby allowing him to focus on his main business without the worries and 
uncertainties that are inherent in government regulations. ROL will also allow the businessman to accomplish 
compliance functions in-house that might otherwise be "out-sourced" at a much greater cost. Using the ROL system 
provides the user a level of security and confidence that can only be achieved through a professional regulatory staff. 
The professional ROL team has the level of expertise necessary to provide the user with complete regulatory 
compliance packages on a much more cost effective basis. 

ROL's goal is to come out of the box with a first-to market, ad campaign that will make ROL a household name in 
the regulated community. Energy will be our first niche market, beginning with the oil and gas exploration and 
production industry. To achieve this high level of awareness, ROL will utilize the following: 

• Key industry trade journals 

• Trade association 

• lectures / presentations / show / newsletters, 

• Direct mail, 

• Internet web-site, 

• Outside sales force, 

• Testimonials and, 

• Letters of intent. 

In our ad campaign, ROL plans to use a creative agency as well as a media buying agency to enhance the 
professional appeal and to cut costs. 

ROL is seeking $2,00,000.00 in seed capital to cany the business through the first six months of development. 
These funds will be used for creation of the program requirements document, completion of patented software and 
system development, initial marketing costs, development and support costs and administrative costs. ROL expects 
to generate net income beginning the month of the 2 nd year. 

Upon receipt of seed capital, ROL will pursue second round financing of $18,000,000.00 to be used to enhance the 
penetration into the initial niche market as well as to pursue the development of other niche markets, i.e. refining- 
manufacturing, power-retail, banking, and international markets. Cost and revenue models will be developed to 
determine the profitability of each niche market. The ROL system is readably scalable to these markets with 
minimal development costs due to the similarities in application. 
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ROL anticipates raising additional capital through an initial public offering (IPO) by the fifth year. Investors will be 
issued registered stock that may be redeemed at the time of the IPO. 
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Kelley Environmental Engineering, Inc. 

Oil and Gas Environmental Specialists 

1931 Humble Place, Suite 202 
Houston, Texas 77347-9867 
281/446-4427 

MEMORANDUM 



DATE: Thursday, April 26, 2001 



TO: Mr. Bob Hainev 

COMPANY: Internet Marketing Solution. Inc 
FROM: J. Roger Kellev 

Re: ROL Business Plan 



Bob, 

Let me know if you have any questions after reviewing this plan. I will be out tomorrow 
morning but should be in by mid-afternoon. I am in Dallas on Monday but can be reached 
through my office. 

Regards, 



Roger Kelley 
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Company: 



Regulatory Online, Inc. 
1931 Humble Place Drive 
Suite 202 

Humble, Texas 77338 



Contact: 



J. Roger Kelley, President 



Type of Business: On Line (Internet based) management of regulatory data 

and regulatory compliance issues. 

Company Summary: Regulatory Online Manager (ROL) is a next generation 

worldwide Internet accessible information management 
system designated to offer industry a fully integrated service 
solution for managing regulatory compliance issues. This 
system will operate on the fast developing Internet platform 
with smart links to the major information centers for any 
industry (trade associations, agency web sites, information 
services, etc.) To provide easy access to relevant 
information. ROL is an on line consultant that will assist the 
user in determining regulatory needs, providing the tools 
necessary to fulfil those needs, complete the proper forms, 
and electronically submit compliance reports to the 
appropriate regulatory agencies. ROL=s objective is to 
become the first application of its type in the industry, and 
to become fully branded as a business to government (B2G) 
model that will successfully submit results and reports to the 
target agency. 



Management: J. Roger Kelley, CEO, has worked for two major oil 

companies as a petroleum engineer and as a regulatory 
professional, for one regulatory agency and for three 
environmental consulting firms, two of which he started up 
and owned. He holds three degrees (BA Biology, BS 
Chemical Engineering, MS Environmental Science) and 
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currently is Prpsiripnt and CFO nf KpIIpv Engineering as well 
as RCil^gftfi^^^een involved in many issue specific 
lobbying pffnrfs, both at state and federal levels on behalf of 
his employers and through the various and federal-based 
trade associates. 



Phil Rudd Director of Marketing, has a bachelors degree in 
business marketing from Millikin University in Illinois. Mr. 
Rudd has worked as a marketing manager for more than 25 
years in the entertainment and technical industries and has 
been responsible for building successful marketing programs 
for various organizations. He has also been successful in 
obtaining funding and starting up a medical gas 
management company in Oklahoma City, Oklahoma. 



Product Service 
and Competition: 



Funds Requested: 

Collateral: 
Use Proceeds: 

Exit: 



Most of the regulatory assistance software sold currently is 
available in CD format only and does not offer ROL=s fully 
automated, one stop functionality. No systems of the 
magnitude and capability of ROL are available on the market 
in any format. 

$2,000,000.00 in seed capital for the first six months of 
operation and then $18,000,000.00 in the second round 
financing. 

None 

Startup expenses include salaries, legal consulting expenses 
to carry the company through second round financing. 

The company plans to go public within first five years and 
then the investors can liquidate their positions to the public 
market to recoup their investment and profits. 
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Executive Summary 
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Regulatory On Line (ROL) was conceived out of recognized need in the marketplace for 
a more efficient method of regulatory data management and reporting. Every branch of 
commerce and industry is subject to a certain level of government regulations in which 
they must comply in order to stay in business. These regulations apply to numerous 
facets of normal business function including financial, transportation, environmental, 
safety, mineral management, etc., depending upon the nature of the targeted industry. 
Currently, these regulatory requirements are being managed either by in-house 
professional staff or by other staff professionals who out source this function to 
regulatory consultants and/or attorneys, depending upon the size and complexity of the 
project. 

Many software products have been designated to address these regulatory issues, most 
of which are available on compact disks. A few issue specific applications have even 
been made available in limited format on the Internet. However, no products have 
been developed that are equal in scope and application to ROL. ROL is initially 
designed and targeted for the oil and gas exploration and production (E&P) market, but 
will be readily scalable to other industry applications. 

ROL is an Internet accessible information management system designed to assist most 
industries worldwide in managing environmental, safety and regulatory compliance 
issues. As an Internet accessible system, ROL enters the market with many 
advantages. First, it offers an automated system for regulatory compliance, which 
represents a substantial savings over any traditional or currently available regulatory 
compliance methodology. Second, it provides this system on the fast developing 
Internet platform with smart links to the major information centers for any industry 
(trade associations, agency web sites, information services, etc.), to provide easy 
access to relevant information. Third, and most important, ROL acts as an Aon line 
consultants (a one stop shop) that will assist the user in determining regulatory needs, 
providing the tools necessary to fulfill those needs and complete the proper forms and 
electronically submitting compliance reports to the appropriate regulatory agencies. It 
also provides a rapid compliance reporting mechanism that is instantaneous when the 
client has impending compliance deadlines to meet. 

In order to most efficiently manage the regulatory compliance function; ROL will have 
the ability to share data with the user s well accounting database system. ROL will 
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perform regulatory compliance fiinrtinn*: hy sharing rlat-a wfrh Hip i i<:Pr=t; 

accounting/database systems, wiifec^pa^^fi^f companion Internet database of 
regulatory information calculations The ROI system will enable Liters to determine and 
assess compliance requirements for each scenario presented and will provide the tools 
necessary to establish regulatory compliance. The ROL system also includes a digital 
library that will provide the user with a full complement of regulatory information and 
research services. In essence, ROL will be the fastest, easiest, and most cost effective 
way to assess regulatory needs, research ways and means to fulfill those needs, and 
ultimately complete and file the required compliance reports with the appropriate 
government agency. ROL has had initial indications that regulatory agencies will 
endorse or support this system, and in fact one state has expressed a written desire to 
be a test state for the system. 

ROL=s revenue model is designed to initially penetrate the oil and gas exploration and 
production (E&P) market, and is based upon the sale of these services through the 
Internet. ROL will charge an initial license fee to subscribers, for which it will provide 
initial operations training along with companion training materials (manuals) and a 
database system that will link with the ROL system. ROL will also charge subscribers a 
monthly fee based upon the number of wells that the client operates. This subscription 
fee has been defined, based upon actual industry expenditures on regulatory matters. 
According to the most recent API study (1996) on regulatory expenditures in the E&P 
industry, the average producer is spending approximately $7,700.00 per month for 
environmental regulatory issues alone for a total annual market of $820 million. 

ROL has designed its business model and Internet system to achieve the highest levels 
of penetration into the market by developing the Business to Government (B2G) e- 
commerce APipeline= to the government agencies. ROL has secured board members 
and other contacts that will greatly enhance this opportunity at the private as well as 
the government levels of influence. By being first into the market and providing the 
Apipelines, ROL will be able to achieve the projected market share plus more. ROL will 
provide links into other regulatory databases to create the one stop shop for all of the 
basic regulatory needs. 

In addition to the revenues from the Internet sales, ROL expects to generate income 
from advertising on its increasingly popular web site. This site will become a magnet 
site for the regulated community and a clearinghouse for regulatory information. In this 
position, ROL will achieve high demand as an advertising medium, although the 
revenues from this source have not been included in the revenue model. ROL also 
expects some revenues from off-line consulting for those client/users that are not able 
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to solve all of their regulatory n pprte nn-iinp Thp<;p <;prvirp<; rangp from assistance in 
data entry and decision making, t03$ r gf£i§§fls i ylting and agency interaction for those 
more complicated problems thatlrannot he solved through standard protocols. 

In the Oil and Gas production upstream market niche, ROL will be marketed 
aggressively through industry trade associations and association-sponsored seminars. 
Once the oil and gas energy market has been successfully penetrated, ROL will make 
inroads into the coal, utility, refining-manufacturing, and all other regulated industries, 
subject to feasibility studies and profit analyses. Due to the similarities among 
regulatory matters, the ROL system is readily adaptable to other industries, with 
minimal incremental development expense. 

Beyond the need for effective software technology, ROL recognizes the need to build a 
user-friendly system that will satisfy the needs of even the least computer/Internet 
literate user. The interface will be designed to fit the industry, rather than requiring the 
industry to adapt to the system. 

ROL has secured the services of Bracewell & Patterson (BP) LLP who have prepared and 
submitted the patent application and are providing regulatory and corporate legal 
assistance on a shared equity/deferred billing. BP is ROL=s startup law firm. ROL has 
also conferred with potential strategic technical partners, Xenax and Net.FX, to assist 
with the software development and information technology (IT) functions on a shared 
equity basis. ROL is seeking $2.0 million in seed capital to begin the software and 
system development, and to launch the marketing program. Upon receipt of this 
funding, ROL will seek additional first round funding of $18 million to carry the venture 
through the first revenues and further development of the energy market. 

ROL will ultimately seek public funding through an IPO within the first five years to 
provide the additional capital necessary to expand to the international market as well as 
the other targeted regulated industries. 
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Regulatory On Line (ROL) is a n ext generat i on Internet accessib l e Information 



management system designed to offer industry worldwide, a fully integrated service 
solution for managing regulatory compliance issues. As an Internet accessible system, 
ROL enters the market with many advantages. First, it offers a Aone stop shoppings 
automated system for regulatory compliance that represents a substantial savings over 
any traditional or currently available means to comply with governmental regulations. 
Second, it provides this system on the fast developing Internet platform with smart links 
to the major information centers for many industry trade association, agency web sites, 
information services, etc., to provide easy access to relevant information. And most 
importantly ROL acts as an Aon line consultants that will assist the user in determining 
regulatory needs, providing the tools necessary to fulfill those needs and complete the 
proper forms, and where possible, electronically submitting compliance reports to the 
appropriate regulatory agencies. ROL will be designed to be compatible and share data 
with available accounting and information management systems. In the performance of 
these regulatory reporting and compliance functions, ROL will share data with the 
user=s well accounting/database systems, while maintaining a companion Internet 
database of regulatory information and calculations. The ROL system will enable users 
to determine and assess compliance requirements and will provide the tools necessary 
to establish regulatory research services. In essence, ROL will be the fastest, easiest 
and most cost effective way to assess regulatory needs; research ways and means to 
fulfill these needs ultimately complete and file the required compliance reports. 



ROL=s objective is to become the first application of its type on the Internet to market, 
and to become fully branded as a business to government (B2G) model that will 
successfully enable the user to perform compliance functions on an automated system 
and electronically submit those the results to the target agency. This service will be 
provided to the industry on the order of Quicken 7 or TurboTax 7 in a user friendliness, 
such that even the least technically sophisticated user can be successful. 

ROL will exploit two significant advantages in the marketplace. First, the common data 
base of information combined with automated data entry from existing company data 
bases will provide an efficiency that will benefit all users, no matter what size or level of 
technical expertise. Second, the B2G Apipelines will make ROL the only vehicle on the 
market that provides this rapid reporting service. In being the first to market, ROL will 
have the opportunity for exclusive use of this pipeline. 
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To exploit this opportunity, ROL 

means to move the venture fomarJojUflgfeii^aiseed funding, ROL will begin seeking 
the remianing $18 million necessary in thp form nf sprnnrl round funding to take the 



product into the first niche market and to develop future target markets 
The Market: Industry Dynamics 

Industry worldwide is faced with a myriad of government regulatory requirements, the 
application and implementation of which has resulted in a significant impact to their 
bottom line. In response to this challenge, industry has been required to establish 
entire departments within their organizations in order to comply with these regulations, 
ranging in application from basic accounting and financial procedures to the very 
complex and costly environmental, industrial hygiene, and safety regulations. The staff 
required to deal with these government requirements include accountants, lawyers, 
doctors (M.D.s), engineers, chemists, and other associated support staff. The founder 
of Regulatory On Line (ROL) recognized a need to provide a more efficient and cost 
effective means of achieving compliance with these regulations. The ROL solution is to 
revolutionize the way regulatory compliance is accomplished. 



Upstream Oil and Gas Exploration and Production Market 



The market for ROL is vast. To illustrate this point the following discussion will be 
centered around ROL=s first Aniches market (U.S. upstream oil and gas production). 
Of the 8,000 producers of oil and gas in the U.S.A., more than 7,400 are considered 
medium to small independents who typically out source the functions that ROL 
provides. These 8,000 producers operate approximately 884,000 oil and gas wells, 
each of which has site specific and definite regulatory reporting requirements. ROL will 
generate revenues based on the number of wells that each user operates. ROL plans to 
capture 25% of the market of independent oil and gas producers over the first five 
years of operation. The capture rate increases at a more rapid pace as the Apipeline= 
for electronic document submission becomes the defacto Aindustry standards. The 
small to medium operators will be attracted to ROL for the cost savings as well as the 
ease of operation. The larger independent producers, as well as the major oil 
companies, will use ROL for its innovation in data management as well as the access to 
up to date and emerging regulatory information, thereby providing much needed 
regulatory support in every sector of the industry. 

In the upstream oil and gas production niche, ROL will be marketed aggressively 
through industry trade associations and association sponsored seminars. Once the 
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Beyond the need for effective software technology, ROL recognizes the need to build a 
user friendly and industry friendly system that will satisfy the needs of even the least 
technically competent computer/Internet literate user. The interface will be designed to 
fit the industry, rather than requiring the industry to adapt to the system. In the initial 
niche market, ROL believes that the potential users will be very diverse: 



3 Major producers: The regulatory staff professionals of the major oil and 
gas producers will use ROL to enhance their effectiveness, thereby 
enabling them to better address all of their regulatory needs 

3 Independent Producers: These companies typically have a limited staff of 
processionals dedicated to the regulatory function and most have none 
fully dedicated to this function. Staff members typically perform these 
duties as an auxiliary function that tends to dilute their mainstay of 
generating revenue from oil and gas production and marketing. ROL will 
be sufficiently simple and user friendly in application that a clerk, 
secretary or other technical type assistant within these organizations will 
be able to fulfill the regulatory function with minimal input from the 
revenue generating staff members. 

3 Regulatory Consultants, Accountants, Lawyers, etc.: The service sector 
will find utility in the ROL system for various functions ranging from 
information gathering to actual compliance functions and report filings of 
their clients. 



3 Government Entities k\\ government agencies that are involved with or 
affect a sector of industry in ROL=s market will find great utility in the 
services offered by ROL. These entities will use the calculation routines as 
well as the information services provided by this system. 



It is widely recognized that in the changing world of regulatory compliance, most 
industries find themselves wallowing in a sea of Ared tapes. A business to government 
(B2G) model such as ROL has tremendous potential and has already generated 
significant excitement among the smallest companies and expanding to top government 
officials. ROL is the first entity of this magnitude and format to penetrate this space. 
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Scalable Markets 



Confidential 



Once ROL has developed a system sufficiently to meet the needs of the upstream oil 
and gas E&P market, the incremental cost to enter other regulated energy markets is 
much less, thereby enhancing the profitability of the base system. Other energy related 
markets, (e.g. refining and manufacturing, retail marketing, coal mining, power 
generation, etc.), will use functional modules very similar, and in some instance, 
identical to those already developed for the original Aniche= market. Further regulatory 
market development will also take advantage of the software architecture that has 
already been developed for the energy related applications, thereby allowing adaptation 
into these markets without creation of a totally new system. The regulatory software 
models have functional components that are common to all regulatory applications. 
The only changes will be in the data filters, input criteria and calculation and reporting 
modules. 
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For over 20 years, J. Roger Kelle y has mana g ed the env i ronmenta l and regulatory 



affairs for various oil and gas exploration and production companies. In his quest for a 
useful regulatory data management and reporting system, he discovered that many 
single issue programs were available on the market, but none of them offered the 
flexibility and utility that he required to manage the information for his clients. Each of 
the available systems required maintenance of separate data bases of duplicate 
information. It was his knowledge and understanding of this problem that led Mr. 
Kelley to the idea for ROL as a regulatory, database compliance tool (the phrase AThe 
Digital Rogers has already become somewhat of a company mission). He understands 
the needs of the industry and has designed the technology of ROL to fit those needs. 

ROL has researched many of the search engines, i.e. Lycos, Yahoo, Google, GOTO, and 
others and has discovered thousands of references to regulatory software combines. 
On GOTO, ROL discovered approximately 240 web sites that host environmental or 
regulatory software. However, none of these sites offered service over the Internet. 
Most regulatory software is distributed on CD format or through direct download, but 
not as an Internet service. Neither did these systems offer data-based link that would 
facilitate sharing of data with other systems. The State of Louisiana is beginning to offer 
drilling permits that may be completed and submitted through their State web site. 
The Louisiana program is set up to receive the required data on Microsoft Excel format, 
as do many other systems. 
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ROL=s objective is to become th e first Internet serv i ce provider of 



its type to market, 



and to become fully branded as a business to government (B2G) model that will 
successfully enable the user to perform compliance functions on an automated system 
and electronically submit the results to the target agency. To achieve this objective, 
ROL=s strategy is comprised of the following key elements: 



3 Be first to market with fully integrated, next generation Internet-based 
compliance solution for the regulated industry, using combination of a full 
featured, commerce enabled, interactive B2G website along with offline 
data entry companion software. 

3 To obtain an intellectual property patent for ROL using Bracewell & 
Patterson LLP, for the patent work. 

3 Begin with the E&P energy market and capture 25% market share during 
the first five years of operation. 

3 Work with the government regulatory agencies to develop a pipeline 

between ROL and these agencies for the electronic submission of reports, 
applications, etc. Have the first and most accessible vehicle available to 
access this Apipelines. 

3 To seek government funding from DOE, EPA and other federal agencies to 
assist in the development of the electronic Apipelines. This Apipelines 
will present a significant benefit to the government regulatory agencies in 
encouraging compliance and reducing record-keeping costs. 

3 Strategically partner with technology providers to secure state of the art 
technology for ROL system. Build an on-going relationship with these 
strategic partners to assist in the development of future systems and in 
providing upgrades to the existing systems. 

3 Enter other upstream as well as downstream energy markets during the 
first five years of operation. Rapidly penetrate other markets with minimal 
incremental development costs by exploiting ROL=s efficient and scalable 
design. 
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3 Seek other regulabiclcji^jiygtiafej^f^fts that fit the RqL business model for 
profitability and use 



3 Take ROL public within the first five years and enter into the international 
market. 
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Milestones 

Begin With the Upstream Energy Market 

ROL will begin by building a development team for the upstream energy market. This 
team will consist of regulatory professionals from this sector of the industry. ROL will 
hire a team leader or director that has high-level industry experience in regulatory 
affairs. The team leader will be assisted by managers with expertise in the areas of 
environmental, safety, minerals management, and proration accounting. Each of these 
mangers will be responsible for developing the data input for the modules designed in 
their area of expertise. As the need arises, each manager will be provided a team of 
associates to help in these tasks. These associates and manager will also be trained for 
future use on other market systems. 

ROL will acquire a team leader or director during the first month of operation for the 
upstream energy market. This director will begin working with the CEO to find 
managers for each of the regulatory issues being developed in this phase of the system. 
These mangers should be in place and functioning by the end of the second month and 
ready to supply input to the program for the preparation of code. The upstream energy 
system will be up and running by the end of the first year. Marketing will begin with 
the trade association meetings in the 5 th month of the Year One, (May 2001). Following 
these meetings which run through July, individual seminars will be organized in the 
target states to market the system. First revenues will be expected in the 12 th month 
from the upstream energy market. 



ROL is seeking $2.0 million to carry it through the first six months of operation. During 
that period of time, ROL will be seeking seond round funding of $18 million to carry the 
project through profitability and ultimately to the IPO stage. 



ROL will market the system through key industry trade journals, trade association 
lectures, presentations, trade shows, newsletters, direct mail, internet web site, outside 
sales force, and letters of intent/testimonials. The initial upstream module will be on 



Funding 



Marketing 



Page 14 of 38 



Regulatory-On-Line Business Plan 2001 

J. Roger Kelley 281-446-4427 

irkelleY ^printmaiLcom 

line and ready for sales by the pnd nf thP firet ypar Th p mar^i- ia/ hi be developed in 
the major oil and gas producing st^p^ifl^gyytigQd then ultimately to the entire United 
States. The Petroleum Technnlnlgy Tran<;fpr r™ mrii (pttp) ainnj L^h the Independent 



Petroleum Association of America (IPAA) and other state oil and gas trade associations 
have been called upon to assist in this effort and have expressed significant interest in 
this product. 

ROL expects to penetrate this Aniches market at an average rate of 5% per year for 
the first five years of operation. The digital Apipelines will greatly enhance our ability 
to do so. ROL will have the only vehicle available of this magnitude that will be able to 
service this Apipelines. The Apipelines concept has been much talked about in the 
regulatory industry community, but has never been accomplished in the magnitude that 
ROL is proposing. 



Developing Other Markets 



ROL plans to enter the downstream energy market, namely retail marketing, power 
generation, refining and manufacturing. All of these industries have needs that are 
sufficiently similar to those of the upstream energy market, making this product very 
scalable. Movement into these areas may be accomplished with minimal incremental 
cost. 

ROL plans to begin development on the retail marketing power generation compliance 
system at the beginning of the second year and begin marketing this system at the 
beginning of the third year. At the same time, ROL plans to begin development of the 
refining and manufacturing system at the end of the second year, with plans to go to 
market at the 3-1/2 year time point. The refining and manufacturing system is 
somewhat more complex than the other systems and will take longer to design and 
implement. 

Secondary energy sectors that will be researched and embarked upon, if the market 
proves to be prolific, are the coal and uranium mining and processing industries. 

Given this marketing plan, ROL will have captured the majority of the Alow hanging 
fruits of energy industry. The strategy from that point will be to enter other regulated 
industries in the United States and international markets. 
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The ROL market is the entire reg u l ated community . The i n i t i a l tar get market for ROL is 



the upstream energy market. According to IPAA statistics, there are approximately 
8,000 oil and gas companies varying in sizes in the U.S. alone, all of which represent 
potential users of the ROL system. Of these 8,000 producers, over 7,400 are 
considered medium to small independents who typically out source the functions which 
ROL provides. Based on API statistics, this average producer operates approximately 
100 oil and/or gas wells. The remainder of this number consists of large independent 
producers and major oil companies. Within this market, the potential user operators 
range from the smaller independent operators that are not currently complying with all 
of the regulatory requirements out of fear, i.e. fear of unknown costs and potential 
consequences of compliance; to the very sophisticated operators that are in need of 
tools to manage the enormous volume of regulatory data and reports that are required. 
These 8,000 producers operate approximately 884,000 oil and gas wells in the United 
States. Each well has specific and varying regulatory reporting requirements. 



The environmental, safety and regulatory needs of this market are twofold. First, there 
is a clear need for a reduction in regulatory compliance costs. Under the increasingly 
unstable oil and gas market, producers are constantly looking for ways to reduce overall 
production costs, one of which is regulatory compliance. ROL presents a more efficient 
and cost effective way to manage these compliance issues. According to the American 
Petroleum PIPE Study, over the five year period prior to 1996, the E&P industry spent 
an average of $736 million per year on environmental operational issues alone, 
excluding capital expenditures and rededication costs. These figures translate to an 
average annual expenditure for the average sized independent of over $7,400.00 per 
month. For the year 1996, this figure had escalated to $820 million or over $7,700.00 
per company ($77.30 per well). With the increase in government regulations since that 
time, the costs have not decreased. It should be noted that these cost figures do not 
include expenditures for other regulatory compliance issues, (e.g. safety, regulatory, 
DOE, etc.) These figures represent only those associated with environmental 
compliance. ROL will allow this same size company to manage these regulatory issues 
completely Ain houses over the Internet service for a significantly discounted overall 
annual cost. 



In addition to the cost reductions, there exists a need in the industry to increase the 
level of environmental, safety and regulatory compliance among its member companies. 
Increased compliance enhances the industry=s position with the public, regulatory, and 
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ROL will streamline compliance efforts by providing a quick and easy way for producers 
to determine their regulatory obligations without having an intimate and in depth 
understanding of these regulations and how they apply. ROL provides an automated 
system that, combined with the company=s existing well accounting systems, will allow 
the user operator to generate reports and filings, as well as perform the necessary 
engineering calculations. It will, by design, serve as an educational tool to increase the 
users awareness of the issues. 



Briefly, the benefits of the system include: 

3 Increased environmental, health and safety awareness through 
technology 



3 Increased co operation with the agencies and compliance with the 
regulations, thereby reducing the risk exposure 

3 Reduction in overall compliance cost (time & money) 

3 Improved public perception through pro-active environmental, safety, and 
regulatory efforts 



As a benefit to government, ROL will, by design, provide a system that will generate 
statistical information to the Department of Energy and other interested agencies, 
regarding the relative effectiveness of certain regulations. This data will enable them to 
evaluate trends in reporting, enforcement, compliance, etc. This information will allow 
both government and the industry to evaluate the utility of a particular regulation or the 
regulatory process in general, thereby leveling the playing field between these two 
factions and providing a more informed working relationship. 
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source provider of the Internet bd sed regulatory 



ROL enters the market as a sole 

consulting services. The Internet has evolved to a point where the general public is 
comfortable with finding information and making purchases over the web. By offering 
this service on the Internet, ROL exploits the Ae-commerce= business to government 
(B2G) sales model which offers a product for sale to businesses on the Internet and 
electronic transmission (pipeline) of that product to the appropriate governmental 
agency, while at the same time offering other value added enhancements that draw 
users to the site. An Internet provider achieves success by providing a wide selection 
of services at attractive prices along with an effortless experience. Success will be 
realized by delivering higher levels of service through the Internet than users can 
currently obtain from a consultant (in person), but at a reduced cost with other 
enhancements. ROL can provide valuable services inexpensively and at a more 
comfortable level. Many of the smaller to medium size companies have a fear of the 
potential (unknown) costs and method, from the standpoint of both cost and liability, of 
researching and evaluating regulatory needs. 



ROL will build an Internet (magnet) site providing links to other products, services, 
government agencies, etc. Partnerships and alliances will be created with other non- 
competitive providers of information and services to establish the critical mass needed 
to become an industry magnet. In essence, ROL will syndicate these information 
resources and provide them as a service to the users. ROL will use dedicated search 
engines, tied in with other web sites through smart links, to help the user to find the 
information and services. In order to provide users with value added information and 
assistance, ROL will provide answers to frequently asked questions for each module or 
category. ROL will use all of these information resources to attract clients and to 
generate new sources of revenue, such as advertising and/or sales of complementary 
products and services. The anticipated result of providing value added information on 
the ROL web site will be to consolidate parts of the value chain. With this approach, 
ROL will reduce costs for clients by reducing the number of entities they have to deal 
with in the value chain, thereby making the entire site more attractive to advertisers, 
and user friendly to clients. 
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The Upstream Oil and Gas ErefgyhfiHential 



ROL plans to capture at least 25% of the market over a five year period. The capture 
rate will increase at a more rapid pace as the Apipelines for document submission 
becomes the defacto industry standard. ROL revenues will be based mainly on client 
usage, which is in turn driven by the well count. The primary market for ROL in this 
niche is the smaller producer (average 100 wells). This segment represents more than 
85% of the wells in the United States. 



The client/user will pay an initial site licensing fee of $2,500.00, cost per well per month 
(see revenue model).Other sources of revenues considered but not included in the 
revenue analysis include from advertising, and the sales of docents and sufficient to 
command a premium for advertising space. 

The main avenue of contact to the oil and gas industry will be through the oil and gas 
industry trade associations, both at the state and the national level. Presentations at 
regularly scheduled trade association meetings as well as jointly sponsored trade 
association seminars ill be conducted. ROL will also sponsor event at these meetings to 
establish a presence in the industry. The Petroleum Technology Transfer Council 
(PTTC) which operates under funding from the U.S. Department of Energy (DOE) and 
the functional support of the Independent Petroleum Association of America (IPAA), is 
aware of ROL and is prepared to support it with jointly sponsored technical seminars 
across the country as it has heretofore conducted with other petroleum technologies. 
The mission of the PTTC is to disseminate innovative technology to the petroleum 
industry for the purpose of the advancement of the energy industry in the United 
States. ROL will, by design, encourage and enhance compliance with all of the 
regulations that apply to the exploration and production of oil and gas and will therefore 
entice the PTTC to support the ROL system. 



Other state and national oil and gas trade associations will provide similar support 
through endorsements and promotion. The Texas Independent Producers and Royalty 
Owners Association (TIPRO) has expressed an interest in ROL and has in past 
sponsored seminars with Kelley Engineering (Roger Kelley is CEO of ROL) as a means of 
providing information to their members and to help build membership. Other potential 
sponsoring organizations include the Gas Research Institute (GRI) and the Interstate Oil 
and Gas Compact Commission (IOGCC). ROL will use and endorse products that these 
entities have sponsored and developed, e.g. engineering calculation applications and 
information databases. 
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In Summary the marketing plan is as follows: 

ROL will advertise extensively in the widely read periodicals of the oil and gas industry, 
e.g. Oil and Gas Journal, E&P (IPAA), Oil and Gas Investor, World Oil, Offshore, etc. 
ROL will also produce a compact disk based presentation that will be selectively mass 
mailed to the industry. This promotional CD will contain a narrated presentation of our 
product, ending with the web site URL which will launch the potential user into a 
sample Internet session of ROL. ROL will become known very quickly in the industry by 
maintaining large presence at all trade association meetings, shows, committees and 
sponsorships. Continuing exposure will be acquired by involvement in lectures and 
presentations on the latest regulatory issues and requirements. 
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ROL expects to use the net proc eeds from the seed capital fundin g ) to propel the 



company into the first round financing. ROL expects to raise $2.0 million in seed 
capital, with which it will hire the staff necessary to begin providing input into the 
regulatory model. This initial funding will also provide resources necessary to begin 
building on the working code for the Internet software system. Seed capital is designed 
to carry the company through the first (6) six months of operation, by which time ROL 
expects to have secured the second round of funding. The ground work for this round 
of financing has already been prepared with a few source of capital, including strategic 
partners. The second round financing will provide the resources necessary to complete 
the system development, hire the necessary talent to take the system to market and for 
the development of series for the client/users of the system. 

ROL=s revenue sources will include site license fees, monthly subscription fees based 
on well count, advertising, and consulting services. 



Revenue Model 



ROL=s revenue model is based upon the sale of these services through the Internet. 
ROL will charge an initial license fee to subscriber, for which it will provide operations 
training along with companion training materials (manuals) and a database system that 
will link with the ROL system. ROL will then charge subscribers a monthly fee based 
upon the wells that the client operates. The billing model is divided into three tiers, to 
allow for economies of scale for the few large operators. Multiple site licenses will be 
sold to larger companies that have multiple centers of operation. 

According to the referenced API - APIPEs study, the industry spends approximately 
$820 million annually on environmental regulatory compliance alone. The active well 
count for the US is approximately 884,000. Based on these figures, the average per 
well expenditure is $927 or $77.00 per well per month. If we take this figure and 
discount 55%, then the monthly usage fee or subscription rate for the ROL system is 
set at $35.00 per well per month or $3,500.00 per month for the average customer. 
ROL will apply this subscription rate to the industry on sliding scale from the smaller to 
larger operators in three tiers. 



Tier One users represent approximately 92% of the market and operate approximately 
736,000 of the wells in the US. The companies in this tier operate an average of 100 
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wells per company. The other two tiers (two anri thrpp) rpprpspnr 



7.9% and 0.1% of 

the market share of the wells reipej^ftfleJjej-^Jwo users represent approximately 
7.9% of the market and operatelahni.it 107,000 of rhp artivp wpllslin the U.S. and Tier 
Three users represent 0.1% of the market or 48,000 of the total wells. The billing for 
each Tier will be established to provide the user with a reasonable economy of scale by 
applying their well factor scale. 



Business Model 



ROL has designed its business model and Internet system to achieve the highest levels 
of penetration into the market by developing the B2G e-commerce Apipelines to the 
government agencies. ROL has secured board members and established other contacts 
that will facilitate this opportunity at the private as well as at government levels of 
contact. By being the first into the market and providing the Apipelines, ROL will be 
able to achieve the projected market share plus more. ROL will provide links into other 
regulatory databases to create the Aone- stop shops for all of the basic regulatory 
needs. 



In addition to the revenues from the Internet sales, ROL expects to generate income 
from advertising on its very popular web site. This site will be a magnet site for the 
regulated community as well as a clearinghouse for regulatory information. In this 
position, the ROL web site will achieve high demand as an advertising medium, 
although the revenues from this source have not been included in the revenue model. 
ROL also expects revenues from off line consulting for those client/users that are not 
able to solve their regulatory needs on line. These services may range from assistance 
in data entry and decision making to on site consulting and agency interaction for those 
more complicated problems that cannot be solved through standard methodology. 

ROL plans to exploit the US energy market during the first five years of operation. 
Once this market is secure, ROL plans to explore and enter the International energy 
market. In addition to the energy market, ROL expects to seek out and penetrate all 
regulated industries in which this system has application and which are profitable, e.g. 
financial and banking, dry cleaning, funeral homes, waste disposal facilities, etc. 

ROL anticipates taking this company public prior to or by the fifth year of operation. 
The net proceeds from this IPO will be used to penetrate these other markets through 
standard research and development as well as through acquisition of market share. 



Page 22 of 38 



Regulatoiy-On-Line 
J. Roger Kelley 



Business Plan 2001 
281-446-4427 



Financial Projections 

Confidential 

The first year financial projertinr k arp prpspnt-pri in ApppnHiv n Alr rnrHing to these 



projections, ROL will require a maximum actual net cash contribution of approximately 
$11 million during the second year, but will achieve a net positive cash flow during the 
third year. ROL is requiring a total investment of $20 million to provide sufficient 
capital to successfully carry the venture through profitability. 



Board Members 



ROL has established a preliminary Board of Directors in which each member adds 
significant expertise to this venture. 

W. Marvin Watson\s President and CEO of Megahealth, a multi level marketer of health 
care products. Mr. Watson=s background in government and industry is extensive. He 
has served as assistant and adviser to the Chairman of the Board for Occidental 
Petroleum as well as for Lone Star Steel Inc. Mr. Watson has also served in 
government as the Chief of Staff to US President Lyndon B. Johnson and later as 
Postmaster General of the United States of America. 

Ambassador Jim Jones \s a former Congressman from Oklahoma that served as 
Chairman of the House Budget and Finance Committee, Ambassador to Mexico and 
most recently as an investment banker and attorney. 

Loren Carrol, with extensive experience in the energy business and finance community 
is currently Chief Executive Officer of Smith International, Inc., a service provider to the 
energy industry worldwide. 

Michael Cantrel \s a past president of the Oklahoma Independent Producers Association, 
The National Stripper Well Association, and is currently on the executive board of Save 
Domestic Oil, an industry special interest organization whose mission is the 
development of an equitable National Energy Policy for the United States. Mr. Cantrel 
has served as an advisor to the Governor of Oklahoma as well as several congressmen 
and Senators on energy related matters, as well as government regulatory matters. 

J. Roger Kelley comes to ROL with 25+ years experience in the energy industry. Mr. 
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Kelley has worked for tWO majnr nil rnmpaniP*: a<; a pplrnlpiim pnn inppr and as a 

regulatory professional, for one legj^gy^Q^gy and for three environmental 
consulting forms, two of which hip frit inripri Mr Kpllpy has parnpdl three professional 



degrees (BA, BS, MS) and currently is President and CEO of Kelley Engineering as well 
as ROL, Inc. He has been involved in many issue lobbying efforts, both at state and 
federal levels of his employers and through the various state and federal trade 
association. 
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The Product 



ROL is Internet accessible system designed to assist companies in managing their 
environment, safety and regulatory compliance needs. The system will enabel a client 
to assess the compliance requirements for their particular operations, and once those 
requirements are determined, it will provide the tools necessary to perform the 
appropriate regulatory compliance tasks. The information and tools will consist of 
explanations of the regulations, the actual text of the regulation with annotations 
explaining their significant requirements, information regarding forms, fees and 
penalties, agency specific contacts, and ROL driven compliance procedures. The 
system will ultimately perform the calculations required to complete the regulatory fines 
and then populate the agency reporting forms with these results (as electronic filing 
becomes more available/required, ROL will contstruct the Apipeline= to make it all 
happen). 

For example, an operator of an oil well desiring to determine the air compliance 
requirements for a production compressor station would initially log on to the system to 
find out the regulatory requirements. He would access the Aair modules and in that 
model he would be prompted to enter the facility and equipment specific information, 
i.e. location, equipment type and specifications (size, horsepower rating, etc.). The 
system would then respond by providing the user with a list of the applicable 
regulations for the compressor stations for that particular location and lead the user 
through a series of questions that will automatically reveal the regulatory requirements 
for that facility. From that point, the operator could access more information and tools, 
including an interactive procedure for complying with the regulation. The full text of 
the regulations with explanations would also be available to them. 

Finally, the user will be asked to enter the necessary data, (i.e. equipment specs, facility 
and site specific data, personnel data, etc.). The system in response, would calculate 
the air emissions associated with this faculty and complete the necessary forms and 
applications for compliance with state and/or federal regulations. These calculations 
and forms will then be made available in report format to the user for their review, and 
approval, and electric submission (the Apipelines) to the relevant government agencies. 
The same routine would follow for the other regulatory statutes that apply. 

In summary, ROL will be a combination of a full featured interactive website along with 
offline data entry companion software. Once ROL has been developed for the Oil and 
Gas Exploration and Production industry, the same data base system and even the 
same regulatory and calculation functions can be modified to serve other industries, i.e. 
coal, electric utilities, the chemical manufacturing industry, the refining industry, and 
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many other industries that require similar compliance activities, reports, etc. 

The ROL Apipelines (or means of electronic compliance submission) that has been 
mentioned earlier, is already a concept that has created a high level of interest with the 
state and federal agencies. Until now, the knowledge base and technology has not 
been assembled properly to facilitate such a vehicle. ROL has not only assembled the 
relevant information, has initiated contacts with numerous state and federal agencies 
who have indicated their willingness to cooperate and embrace this new technology 
transfer system. 

The creation of the Apipelines will do three things: 1) increase market share as it will 
be preferred method of compliance to governmental agencies; 2) create a significant 
barrier to entry for those that follow as it is unlikely that governmental agencies would 
be interested in supporting or funding another company or system that will be a 
duplication of services; and 3) increase overall regulatory compliance by adding yet 
another feature to the ROL core software that would make it easier and less intrusive to 
file. 
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Program Architecture 

ROL will be designed to provide regulatory compliance support through the previously 
described interactive process. The user will follow a decision tree analyses type 
procedure that will walk them through each specific compliance function. 

Let=s go back to our first niche market and be more specific in order to gain a greater 
understanding. It will be important to understand that many of the concepts presented 
in this specific example are homogenous and can be applied to most industries. 

Let us take a look at the example of an oil production company. In order to make the 
best use of the company production information, ROL will establish or create Ahot 
linkss (protocols) with programs that provide oil and gas well accounting services, e.g. 
Excaliber (Prodigy) and Rough Neck, thereby making full use of the existing information 
in the company data base. The Ahot linkss will enable the sharing of existing company 
information, thereby reducing the data entry function. The successful use of these links 
or protocols is a significant part of the system=s function. Data entry methodology will 
be discussed at the end of this section. 



In addition to the generation of compliance data and reports, the regulatory compliance 
portion of the program will include contact information for the various state and federal 
agencies in the form of names, addresses, telephone numbers and email addresses for 
these contacts. This function will also include access to the required reporting forms for 
spills, releases, upset conditions, accidents, etc., including other compliance reporting 
forms required by the state and federal agencies, (i.e. mechanical integrity reports, 
discharge monitoring reports for NPDES compliance, sundry notices for BLM/MMS 
reports, production reports, SARA Title III inventory and release reporting forms, etc). 
These forms will be populated from either the company=s information database and/or 
calculations performed using this information. 

Also in this portion of the system, ROL will enable the user to access and use industry 
accepted and government approved calculation routines. One such routine is the Tanks 
(Chief) program developed by the EPA to calculate air emissions from chemical and 
hydrocarbon storage tanks. The calculation are accepted by the federal agencies and 
sanctioned (and in some cases even required) by various state agencies. Another 
similar calculation routine is the Glycalc program developed by the Gas Research (now 
Gas Technology)Institute (GRI). This program calculates hydrocarbon and hazardous 
air pollutant air emissions (HAP=s) from glycol dehydration units that are used to 
remove excess water from produced natural gas prior to its sale. Each of these 
programs are currently being distributed on a cost basis. Through negotiations 
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currently underway, each program may be accessed through a multi user license for 
incorporation into the ROL system. 

The ROL system will be extremely user friendly, such that even the smallest oil and gas 
companies (or any other user) will find it easy to work through and obtain desired goal 
without the perceived feelings of outsider intrusiveness (i.e. checking out their Adirty 
laundrys) from consultants or other third parties. In addition to the calculation 
routines, ROL will provide Astrawmans examples for other routine regulatory 
documents, e.g. Spill Prevention Control and Countermeasure Plans (SPCC), Oil Spill 
Emergency Response Plans for environmentally sensitive areas, applications for permits 
to drill or explore on Federal leases, SARA Title III Compliance reports, etc. These 
documents will be designed to include the basic requirements for compliance with these 
types of regulations, without the inclusion of any extra provisions that might cause the 
user to incur unnecessary liability. ROL will retain the appropriate legal counsel to 
manage the risk this part of the system. Currently Bracewell & Patterson has agreed to 
be a strategic partner in this capacity, as well as in other functions- 
Companion to the regulatory compliance portion of ROL is a library of digital library that 
will provide Afingertips access to regulatory laws, agency regulations based on these 
laws, guidance documents from agencies and trade associations, as well as online 
access to other information services. The digital library portion of the program will 
provide access to information generated by ROL as well as other commercially available 
products. ROL will provide links to the web sites of the state of federal agencies. 
These links will be intelligent links designed to direct the user to the information 
pertinent to their particular questions. Many of the agency web sites are complicated 
for the novice user and sometimes even for the veteran user. ROL will have a team 
that will be dedicated to searching these sites and providing these links using an 
industry friendly search methodology. In addition, this team will remain current on all 
regulatory as well as policy developments within these agencies and maintain the 
program library to reflect those changes, and potential updates. In summary, the 
digital library of information in ROL will: 

1) Increase the access to current regulations and greatly reduce the cost of accessing 
this information through conventional methodology. 

2) Allow anyone to gain access to needed records with an user friendly search 



Other information sources that will be provided include many that are currently commercially 
available through other services. As the premier and only product that provides the Aone stop 
shoppings service, these providers are anticipated to allow ROL to maintain and sell these 



engine. 
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services on a royalty basis. This same arrangement is available for guidance documents provided 
by agencies and industry trade associations. For example, documents published by the American 
Petroleum Institute (API) such as recommended practices, standards, etc., may be sold by ROL 
with a royalty provided to the API for each sale. Publications by the International Standards 
Organization (ISO) will also be provided. Currently, API and other industry standards are being 
converted into ISO type standards and made available to the international regulatory community. 



ROL plans to be able to provide, wherever appropriate and economical, copies of international 
standards and regulations in foreign and English translations. Of course these products will be 
developed only to meet specific market needs. The regulations, standards, etc. will be provided 
to the users in an Adobe 7 type, read only format. 

Another function that will be possible with ROL is electronic submission of all regulatory reports 
(the Apipeline=). ROL plans to obtain DOE and other government source grant monies to assist 
in the states in building the Apipeline=. 



Data Entry Technology 

ROL is forming a relationship with LeoOne. LeoOne supplies data transmission through Low 
Earth Orbit Satellites (LEOS). Data transmission to LEO can occur from any spot in the world. 
ROL proposes to use hand held, write ready devices than can be used by oil and gas company 
lease operators or gaugers to record an input production data (this also has application in other 
industries). This data input will be transferred directly, after review by an immediate supervisor 
or other company designee, into ROL=s secured database for that company. These hand held 
computers will enable the lease operator to make changes in equipment and other facility 
information if necessary, as well as to provide comments pertinent to the operation of the 
individual wells and production facilities. Companies that use the ROL network will discover 
tremendous cost saving in the handling of this information. The daily gauge reports will be 
printed based upon the information that the lease operator inputs. This system will have the 
capability to calculate oil and gas production given the actual tank gages, differential pressure 
reading, etc. in real time. Quality control checks can be employed at whatever level the user 
desires. The data input, hand held devices will allow the user to receive production data from 
any spot on the globe. The same data that is entered using these devices will be routed into the 
database that accesses the ROL compliance routines, thereby completing the loop on company=s 
data and regulatory management system. ROL is forming a relationship with LeoOne. LeoOne 
supplies data transmission through Low Earth Orbit Satellites (LEOs). Data transmission to a 
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LEO can occur from any spot in the world. Other monitoring information can be retrieved and 
managed using this same system. 
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Detailed Marketing Plan 

Objective: To saturate the Oil and Gas Producers market with a high awareness of the ROL 



Strategies: Monthly trade publication ads with prominent, full page, four color placements. 



Direct Mail. 

Prominent third party endorsements. 
Lecture and demonstration tours. 
Web Site Sampler 
CD Sampler 

Outside Sales Representatives 



Trade Publications 

The following trade publications will be used with high degree of frequency and priority 
full page color ad placements: 



Harts E&P 

The Oil & Gas Journal 

The Oil & Gas Investor 

Offshore Magazine 

PetroMin 

Offshore Engineer 

Hart=s Regional Oil Directories 



product. 



Programs: 
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Houston/Texas Oil Directory 

Total monthly exposure will be approximately 250,000 with duplicate exposure in 
most key decision making positions. This will enforce the high awareness needed 
to expose this product to the market. 

The ads will be designed by a graphics agency with input from ROL on the 
positioning and content. The primary message will be: User Friendly, Cost 
Savings, and Timely. All ads will carry the same thematics each month to 
increase the top of mind awareness. Bright colors and exciting photographs will 
be used to draw the reader=s attention. The ads will promote ROL=s website and 
1 800 number. 

All placements will be completed by a media buying agency. Media buying 
agencies have stronger buying power and can get better placement. A negotiated 
percentage return from the agency commission will be determined as the agencies 
are interviewed and their proposals received. 

Trade Association Lectures and Presentations/ Shows/ Newsletters 

A team of ROL experts will make the rounds of the state Oil & Gas associations 
to demonstrate the features and benefits of the program with emphasis on savings, 
easy to use, and timeliness of the reporting. There will be ads placed in the state 
association newsletters as well as articles written to point out the need for services 
such as ROL. 

Roger Kelley will also be a featured speaker at the meetings as well as the 
national conventions and shows. Roger=s lecture will not be a sales pitch. The 
presentation will concentrate on the many requirements of reporting from the 
different regulatory agencies. ROL will have a booth at all national and state 
shows. This will require using several of our resources to man the booth when 
there are several state shows at the same time. 

The display will feature a self-contained, independent system for demonstrations 
of the software and the reporting formats. A large screen with LCD projector will 
be the focal point of the booth. All demonstrations on the notebook will appear 
on the booth=s screen. 

Direct Mail 

Key independent producers will be identified and mailed a demo CD ROM disc 
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that will give a quick demonstration and sales pitch for ROL=s service. The end 
of the demonstration will automatically take them to ROL=s Website, which will 
have an RFP.(request for proposal) page for them to fill out and email to ROL. 
The cover of the mailer will be a 4 color high quality piece that will have one liner 
verbiage that states key words such as Accurate, Easy To Use, Cost Effective, 
Supported by the EPA, TIPRO, OIPA etc. 

After the initial mailing there will be a monthly mailing to each of the identified 
companies to increase the awareness of the ROL program. These mailings will be 
in newsletter form to guide the reader to our website for further information. 

Outside Sales 

In the 8 th month we will hire a salesperson that is familiar with the Oil and Gas 
industry and the regulatory processes. This person will be assigned to the 
approximately 650 medium sized to large sized independent producers. The goal 
will be to sell the small producers through the associations, presentations, and the 
website. The salesperson will make personal calls to the medium and large 
producers and demonstrate the service to the key decision makers at these 
companies. Compensation will be a base salary plus commission. The 
commission will be paid on the revenues produced by the companies signed by 
the salesperson on all subsequent usage charges after it is collected. 

Endorsements 

Governmental regulatory agencies have given ROL a nod in favor of our program. 
We will use this as an endorsement and strive to get a more interactive 
relationship with agencies such as EPA , DOE, DOT, and OSHA.. 

We will also strive to receive endorsements from the major National and State Oil 
and Gas Associations (i.e. IPAA, TEPRO, and OIPA). These endorsements will 
give ROL=s service more integrity than any advertising we can buy. Of course, 
these endorsements will be used in all marketing and advertising campaigns. 
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PROJECTED BALANCE SHEETS 


1 


2 


End of Year 
3 


4 


5 


ASSETS 












CURRENT ASSTS 
Cash 

Accounts Receivable 

TOTAL CURRENT ASSETS 


15,666,736 
0 

15,666.736 


9,065,621 
1,886,525 
10,952.146 


25,467,429 
7,358,204 
32,825,633 


77,177,825 
10,160,942 
87.338,767 


130.431,591 
10,802,279 
141,233,870 


PROPERTY AND EQUIPMENT 
Equipment 
Furniture 

Less: Accumulated depreciation 

NET PROPERTY AND EQUIPMENT 


203,000 
71,000 
274,000 
(34,747) 
239,253 


328,000 
1 16,000 
444,000 
(122,128) 
321,872 


465,000 
165,000 
630,000 
(247,187) 
382,812 


530,000 
190,000 
720,000 
(399,583) 
320,417 


583,000 
211,000 
794,000 
(569,717) 
224,283 


OTHER ASSETS 


265,000 


320,004 


260,408 


240,974 


221,707 


TOTAL ASSETS 


16,170,989 


11,594,022 


33,468,853 


87,900,158 


141,679,860 


LIABILITIES AND MEMBERS' EQUITY 












CURRENT LIABILITIES 
Accounts Payable 

TOTAL CURRENT LIABILITIES 


279,885 
279,885 


504,521 
504,521 


177,659 
177,659 


646,636 
646,636 


527,045 
527,045 


MEMBERS EQUITY 
Capital Stock 
Retained Earnings 

TOTAL OWNERS' EQUITY 


20,025,000 
(4,133,896) 
15,891,104 


20,025,000 
(8,935,499) 
11,089,501 


20,025,000 
13,266,194 
33,291,194 


20,025,000 
67,228,522 
87,253,522 


20,025,000 
121,127,815 
141,152,815 


TOTAL LIABILITIES AND MEMBERS' 
EQUITY 


16,170,989 


11,594,022 


33,468,853 


87,900,158 


141,679,860 


rKUJcl* 1 tL> STATE ME NTS Or 
OPERATIONS 

REVENUES 
Usage fees 
Licenses 
TOTAL REVENUES 


1 

0 
0 
0 


2 

6,074,460 
840,000 
6,914,460 


End of Year 
3 

40,345,985 
2.300,000 
42,645,985 


4 

10,160,942 
77,499,386 
87,660.328 


5 

91,892,117 
480.000 
92.372.117 


COST OF SALES 













Page 34 of 38 



ROL Appendix D - Financials 



Data center 


0 


691,446 


4,264,598 


7,727,918 


9,237,212 


TOTAL COST OF SALES 


0 


691,446 


4.264.598 


7.727,918 


9,237.212 


MARKETING 












Salaries 


424,004 


1,943,233 


3,151,437 


3,886,688 


4,290,086 


Payroll taxes and expenses 


127,200 


582.964 


945,422 


1,165,995 


1,287,013 


Advertising 


638,700 


657,861 


677,597 


697,925 


718,862 


Printed Material 


110,970 


508,367 


785,501 


899,102 


926,248 


Meetings/Lectures 


100,800 


533,952 


825,034 


944,352 


972,864 


Travel and Entertainment 


177.240 


1 ,002,672 


1,450,684 


1,660,486 


1,710,619 


TOTAL MARKETING 


1,578,914 


5,229,049 


7,835,674 


9,254,546 


9,905,693 


DEVELOPMENT AND SUPPORT 












Salaries 


4,167 


105 417 




1 ,1100,300 


1 d^Q fiQR 

i ,*toy,oyo 


Payroll taxes and expenses 


1,250 


31,625 


161 838 




431 910 


Printed Material 


195,300 


1,006,632 


1,551,798 


1 ,775,947 


1 ,829,225 


Consulting, research and development 


540,000 


1,216,746 


1,425,806 


2,135,656 


2,455,217 


Amortization 


0 


24,996 


24,996 


24,996 


24,996 


TOTAL DEVELOPMENT AND 
SUPPORT 


740,717 


2,385,416 


3,703,896 


5,349,677 


6,181,046 


ADMINISTRATION 












Salaries 












Administration 


457.000 


723.100 


795,410 


874,951 


962,446 


Upstream energy 


628,417 


859,100 


945,010 


1,039,511 


1,143,462 


Downstream energy 


321 .333 


842.300 


926,530 


1,019,183 


1,121,101 


Total salaries 


1,406,750 


2,424,500 


2,666,950 


2,933,645 


3,227,010 


Payroll taxes and benefits 


422,025 


727,350 


BOO (18 






Rent 


103,575 


194,438 


271,882 


319,623 


339,341 


Office expenses 


41,000 


100,350 


164 649 


211 618 


231 250 


Professional fees 


70,008 


72,108 


74,271 


76,500 


78,795 


Bad debt 


0 


34,572 


213,230 


438,302 


461,861 


Depreciation 


34,747 


87,381 


125,060 


152,396 


170,134 


Miscellaneous 


0 


69,145 


426,460 


772,792 


923,721 


TOTAL ADMINISTRATION 


2,078,105 


3,709,844 


4.742,587 


5,784,968 


6,400,214 


TOTAL EXPENSES 


4,397,736 


12,015,755 


20,546,755 


28,117,109 


31,724,164 


INCOME FROM OPERATIONS 


M 397 736* 


(5 101 7Q*i\ 


99 OQQ 9*V1 




fifl (U7 QM 
DU,D*tf ,ojJ 


INTEREST INCOME 


263,840 


299,692 


102,463 


506,848 


1 ,076,382 


NET INCOME (LOSS) 


(4,133,896) 


(4,801,603) 


22.201,693 


60,050,067 


61,724,335 


Distributions to Members 








(6,087.739) 


(7,825,042) 


Beginning Retained Earnings 




(4,133,896) 


(8,935,499) 


13,266,194 


67,228,522 



Page 35 of 38 




Appendix D - Financials 



ENDING RETAINED EARNINGS 


(4,133,896) 


(8,935.499) 


13,266.194 


67.228,522 


121.127,815 


PROJECTED STATEMENTS OF CASH 
FLOW 






End of Year 








1 


2 


3 


4 


5 


CASH FLOWS FROM OPERATING 
ACTIVITIES 












Net income/loss 


(4,133,896) 


(4,801,603) 


22.201.693 


60,050,067 


61,724,335 


Items not requiring cash: 












Depreciation and Amortization 


34,747 


112,377 


150,056 


177,392 


195,130 


Bad debts 


0 


34,572 


213,230 


438,302 


461,861 


Changes in assets and liabilities: 












Accounts receivable 




(1,921.097) 


(5,684,909) 


(3.241,040) 


(1.103.197) 


Software development costs 


(240,000) 


(80,000) 


34,600 


(5,562) 


(5,729) 


Accounts payable 


279,885 


224,636 


(326,862) 


468.977 


(119,591) 


NET CASH PROVIDED BY (USED 

IN) 












OPERATING ACTIVITIES 


(4,059,264) 


(6,431,115) 


16,587,807 


57.888,135 


61,152,808 


CASH FLOWS FROM INVESTING 
ACTIVITIES 












Purchase of property and equipment 


(274,000) 


(170,000) 


(186,000) 


(90.000) 


(74,000) 


NET CASH PROVIDED BY (used in) 












INVESTING ACTIVITIES 


(274,000) 


(170,000) 


(186,000) 


(90.000) 


(74,000) 


CASH FLOWS FROM FINANCING 
ACTIVITIES 












Capital stock issued 


20,000,000 










Distribution to members 








(6,087,739) 


(7,825,042) 


NET CASH PROVIDED BY (USED 

IN) 












FINANCING ACTIVITIES 


20,000,000 


0 


0 


(6,087,739) 


(7,825,042) 


NET CASH FLOW 


15.666,736 


(6,601,115) 


16,401,807 


51,710,396 


53,253,766 


CASH AT BEGINNING OF PERIOD 


0 


15,666,736 


9,065,622 


25,467,429 


77,177,825 


CASH AT END OF PERIOD 


15,666,736 


9,065,622 


25,467,429 


77,177,825 


130,431,591 
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Board of Directors 

W. Marvin Watson 
President and CEO 
of Megahealth 



Ambassador Jim Jones 
Investment banker and 
attorney. 



Loren Carrol 

CEO of Smith International 



Michael Cantrel 
Past president of the OIPA 
Executive board of Save 
Domestic Oil 



J Roger Kelley 

CEO of Kelley Engineering 



January 12, 2007 

Internet Marketing 
Robert Hainey 
2348 Post Road 
Suite 14 

Warwick, RI 2886 



Dear Mr. Hainey: 

Dealing with government regulations continues to add an increasing burden on industry. It siphons off profits 
directly through operating costs and indirectly through diluted focus on the "bottom-line" business of the 
company. The Oil and Gas E&P industry spends $820,000,000.00 annually on regulatory consulting alone. 
Regulatory On Line, Inc. (ROL) proposes a solution that will provide significant relief to this problem. ROL has 
taken an established bricks and mortar business (regulatory consulting) and has added several significant, value- 
enhanced modifications that will make it the premier tool for achieving compliance with government regulations 
While ROL is initially designed to penetrate the oil and gas exploration and production niche market, the design 
of this system is such that it is adaptable and scalable to any regulated market. The attached summary provides < 
brief description of the business plan, the market and the utility of this product. 

ROL is seeking seed capitol of $2,000,000.00 to carry this venture through initial development and marketing, 
after which ROL will require an additional $1 8,000,000.00 to penetrate the initial niche market and to prepare to 
enter additional markets. Mr. Michael Bradle has provided your name to ROL as a potential capitol investor. If 
your interest is sufficient, we would like to provide you a detailed copy of the business plan with financials. 
Attached are an Executive Summary and a confidentiality agreement that we have designed to protect all parties. 
If you concur, please sign this agreement and return it to the following address and we will provide you with a 
copy of the business plan: 

Regulatory On Line, Inc 
P.O. Box 4067 
Humble, Texas 77346 
Attention: Danielle Owens 

We would like the opportunity to present this plan in person if you are interested. If so, please call or email 
Roger Kelley (CEO) at 28N446-4427 /irkellevfg>regulatorvonline.com or Phil Rudd at 214-679-0014 / 
tcpchili@aol.com . 



Sincerely, 



Phil Rudd 

V.P. and Director of Marketing, ROL, Inc. 
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Executive Summary 



Regulatory-On-Line (ROL) will make it possible for regulated businesses to comply with the quagmire of 
government regulations facing industry today. It is an Internet based, fully automated, proprietary regulatory data 
management tool that will enable even the least astute to be successful in the area of governmental regulatory 
compliance. ROL consists of a full-featured, commerce-enabled, interactive business-to government (B2G) 
website coupled with offline data-entry companion software. ROL will make it possible for regulated businesses 
to determine what regulations apply to their operations and then to enter into a working session that will prompt 
the user to enter the appropriate information to determine and ultimately accomplish compliance with the 
applicable rule. The system will be designed to ultimately file the required regulatory reports and information 
electronically. The ROL system uses a patented automated system in the calculation and completion of these 
reports, while providing the user constant oversight during the entire process. The compliance thus generated will 
be filed electronically with the state and federal agencies using an electronic "pipeline" designed for that purpose, 
thereby creating the B2G business model. 

As an automatic and user friendly system, ROL will allow the businessman to accomplish the regulatory 
compliance function with minimal input, thereby allowing him to focus on his main business without the worries 
and uncertainties that are inherent in government regulations. ROL will also allow the businessman to 
accomplish compliance functions in-house that might otherwise need to be "out-sourced" at a much greater cost. 
Using the ROL system provides the user a level of security and confidence that can only otherwise be achieved 
through a professional regulatory staff. The professional ROL team has the level of expertise necessary to 
provide the user with complete regulatory compliance packages on a much more cost-effective basis. 

ROL's goal is to come out of the box with a first-to market, ad campaign that will make ROL a household name in 
the regulated community. Energy will be our first niche market, beginning with the oil and gas exploration and 
production industry. To achieve this high level of awareness, ROL will utilize the following: 

Key Industry Trade Journals 

Trade Association- Lectures / Presentations / Show / Newsletters, 
Direct Mail, 
Internet Web-Site, 
Outside Sales Force, And 
Testimonials And Letters Of Intent. 

ROL plans to use a creative agency to enhance the professional appeal of the trade publication ads and the direct 
mail program. To be more cost effective in buying print media, ROL will negotiate a favorable contract with a 
media buying service that will have substantial buying power through its combined media buys for all of its clients. 

ROL is seeking $2,00,000.00 in seed capital to carry the business through the first six months of development. 
These funds will be used for creation of the program requirements document, completion of patented software 
and system development, initial marketing costs, development and support costs and administrative costs. ROL 
expects to generate revenues during the13th month and net income beginning the 2 nd month of the 3 rd year. 
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Upon receipt of seed capital, ROL will pursue second round financing of $18,000,000.00 to be used to enhance 
the penetration into the initial niche market as well as to pursue the development of other niche markets, i.e. 
refining-manufacturing, power-retail, banking, and international markets. Cost and revenue models will be 
developed to determine the profitability of each niche market. The ROL system is readably adaptable to these 
markets with minimal development costs due to the similarities in application. 

ROL will be a clearinghouse for regulatory information for the regulated community worldwide. As a first to 
market product, ROL will take advantage of this position to capture a high level of market share and to establish 
itself as the industry standard for regulatory compliance and information brokering. In this position, ROL 
anticipates raising additional capital through an initial public offering (IPO) by the fifth year. 
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CONFIDENTIALITY AND 
NON-DISCLOSURE AGREEMENT 



This agreement is between Roger Kelley (Discloser) and (Recipient) 

and is dated this day of , 2001 . 

WHEREAS, Roger Kelley is the owner and proprietor of certain confidential and proprietary information 
relating to an Internet based, fully automated, proprietary regulatory data management tool (ROL System); and 

WHEREAS, Recipient is desirous of receiving such information for the purpose of evaluating the ROL 
System. 

The Parties, for good and valuable consideration, the sufficiency of which is hereby acknowledged agree as 
follows: 

1. Recipient will treat all confidential and proprietary information as confidential and agrees to not 
disclose any of such information to any third party without the express written permission of 
Discloser. 

2. Discloser will mark "Confidential" on each document Discloser regards as containing confidential 
and proprietary information. 

3. Recipient will not use any such information for any purpose whatsoever other than to evaluate the 
ROL System. 

4. Recipient agrees to not compete with Discloser with a similar product for a similar market for a 
period of five (5) years from the date of this agreement. 

5. If Recipient declines to participate in the ROL System with the Discloser or if this agreement is 
terminated for any reason, Recipient shall return all copies of documents containing confidential 
and proprietary information of Discloser, whether said documents are generated by Recipient or 
Discloser. 

6. These restrictions shall not apply to any information which Recipient can show was in the public 
domain at the time of receipt, later enters the public domain through no fault or action of Recipient, 
or is later received from a third party not subject to any requirement of confidentiality. 

7. Recipient acknowledges that monetary damages are inadequate in the event of breach and agrees 
that Discloser shall be entitled to an immediate and permanent injunction and such other remedies 
available at law and in equity. 

8. This agreement shall expire five (5) years after the date first entered above. 
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